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price advantage in favour of the North American products. British 
electrical goods, for example—the sort of thing on which so much 
reliance is placed in the export drive—are stated to be “ on the average 
100 per cent dearer than the American or Canadian articles.” Other 
similar evidence is coming in daily from all over the world. 
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This is a very serious situation for a country whose whole future is 
staked on its ability to export. It is clear that with price discrepancies 
of this order—widening as American prices fall—it will be difficult to 
hold British sales in the dollar area itself, and that the increases talked 
of in the long-term plan are out of the question. Nor is it only in the 
dollar area that high prices will soon be endangering British exports. 
Other European manufacturers will be able to cut their prices as the 


 seller’s market wanes and the buyer’s market waxes. The discipline of 


the sterling area will not be sufficient to force reluctant customers to pay 
high prices for British goods when much cheaper (and often better) 
American goods are being offered by American firms growing ever more 
hungry for markets. ' : 


British exports have been at a high level in recent months. 
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But it will not be possible to keep them there with the present 
costs and prices. Yet kept there they must be, for exports— 
and particularly dollar-carning exports—are at the very founda- 
tien of the Govermment’s plan for attaining national solvency 
and self-respect by 1952. If exports do not ge on rising, then 
either imports will have to be cut below the safety level, or 
else the country will slither helplessly back inte Daltenian 
insolvency. 
* 


Sir Stafford Cripps must know all this perfectly well. When, 
therefore, he nails his flag to the mast, he must be supposed to 
have some plan in mind by which British prices can be made 
competitive in the markets that must be held. And if that plan 
does not envisage a reduction by way of devaluation, it must 
involve a reduction in the level of sterling costs here at home. 
It would be interesting to know how Sir Stafford proposes to 
achieve this. But whatever his plan, it is evident that he cannot 
jook for any assistance to the trade union movement. In a 
stormy meeting Iast week, the General Council of the Trades 
Union Congress was, by all accounts,-only with difficulty 
sestrained from declaring open war on the Chancellor for his 
Budget. As it was, the TUC delivered an ultimatum—either 
the cost of living must go down or wages must go up. 

It is evident from this that the trade unions consider they 
have a prescriptive right, under a Labour Government, for 
some benefit for their members every year, come hell or high 
water. The total of wages in 1948, as compared with 1947, 
rose by a larger proportion than the whole national income. 
In the latest twelve-month period for which there are figures, 
the index of wage rates rose by 4 points, and the index of the 
cost of living by 3. This was a period m which the wage- 
earner has been given the benefits of extended national insur- 
ance, of which his contribution covers a bare third of the cost, 
and of the national health service, most of the cost of which 
falls on the general taxpayer. The few pence a week that the 
limitation of subsidies will “cost” the average family do not 
alter the fact that the average wage-earner is better off this year 
than he was last. The TUC is not, therefore, defending a 
threatened standard of living; it is the economic aggressor, 
secking Danegeld—a bit more than last year, or there will be 


Unity and 


OR some time officials.and ministers of west European 
governments—including the British—have been skirmish- 

ing among themselves over the difficult ground of economic 
union. There has been no pitched battle, only a series of minor 
actions, because everyone has wished to keep fresh the spirit of 
co-operation which has inspired the planning of the European 
Recovery Programme and the sharing out of Marshall Aid. None 
of them has looked too closely—at any rate in public—into the 
full meaning of such terms as “ mtegration” and “ surrender 
of sovereignty.” Those who have agreed to support fully, for 
geod and obvious strategic and politica) reasons, what Mr Bevin 
understands by “ Western Union ” have hesitated to analyse the 
phrase too closely. They have been reluctant to set out all the 
difficulties that might arise if more rigid and ambitious formulas 
—such as federation ard customs union—were immediately 
substituted for the present limited and loosely defined economic 
objectives. Indeed. it is not in the nature and competence of 
officials—or of any but the gregtest statesmen—to extend their 
reach beyond their grasp, much though it may be regretted ; 
and it has been left to individual Americans and Europeans, to 
independent groups like the European Movement, to show hope 
and boldness where those in office show caution, often bordering 
on scepticism. 


y 
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trouble. It is clear that so far as the level of costs in British 
industry is concerned, it is more likely to rise than t fall, 
Thus in all its joints and members, the British economy is 
being made ever mogg rigid. The rate of government expendi- 
ture is so high that mo concession from wartime levels of taxa. 
tion is possible now or in the forcseeable future (Heaven alone 
knows how a third war could be fimanced). Manpower mus 
neither be compelled by direction to move from one industry 
to another nor induced to do so by the emergence of any unem- 
ployment or even by a fall in wages in unprofitable industries, 
Wages may go up, but must never come down, either in 
or in real terms. The rate of interest is untouchable. The rate 
of exchange is sacrosanct. Any one of these rigidities could 
possibly be justified if it were considered by itself. Combined, 
they simply do not make sense. Even a community that lived 
in complete self-sufficient isolation from the world would slowly 
ossify if it denied itself all the elasticities. In the world as jt 
is, a wholly rigid economy is likely to meet trouble much more 
quickly. Like some of the hastily-built merchant ships of war- 
time, all the stresses and strains have been welded into the 
frame. In a smooth sea, the ship is impressive ; but it will break 
up in the first storm. 

The Labour Party, apparently, does not believe in storms. 
If there are strains and stresses im the economic framework, 
then the hull must be stretched by sheer brute force of controls 
and welded together by Acts of Parliament. Sir Statford Cripps 
has stretched it to the maximum. He has performed more 
miracles in making the unworkable work than would have been 
believed possible. But it cannot go on for ever at full stretch. 
Something must be relaxed somewhere—or something will give 
way somewhere. The Government’s long-term plan showed that 
the present set of expedients—they are too mutually contradic- 
tory to be called policies—will hang tegether when Marshall 
Aid is withdrawn only on the assumption that exports are then 
even higher than they are now. The assumption may not yet 
be a wholly impossible one—but it begins to look very rash 
indeed. What is quite certain is that a system of conflicting 
rigidities will not work in 1962 on any assumption. The leader: 
of the Labour Party ought to be trying to make up their minds 
which of their fetishes they wil! abandon in order to have a 
chance of keeping the rest. 


Recovery 


In unofficial discussion also, however, there is the same differ 
ence of opinion, even among those whose sincerity in advocating 
the principle of closer western association is beyond dispute. 
Some of the issues arising on the political side from this differ- 
ence of opinion were discussed in an article in The Economist 
last week in reviewing the pamphlet that Professor R. G. 
Hawtrey has written under the auspices of Chatham House.* 
They arise ever more acutely in economic matters. There, as in 
politics, Professor Hawtrey is firmly enrolled among the sceptics. 
But the week that saw the publication of his pamphlet also saw 
the meetings in London of the Economic Conference of the 
European Movement, which took a very different line. Although 
as representative and responsible as an unofficial gathering well 
could be, the conference showed in its economic proposals some 
of the determined optimism and disregard for practical difficul- 
ties that distinguished Mr Roosevelt’s New Dealers fifteen yeats 
agv. In its eyes, the complete convertibility of European cut 
rencies is a matter that can and should be solved this year. A 
European customs union is a matter of no more than ten years 
or so, and complete economic unioh—defined as meaning a state 
of affairs in which men, goods and money could circulate in the 


-* Western European Union—Implications for the Unived King- 
dom,” By R. G. Hawtsey. Royal Instituie of International Affaiss. 5’ 
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of Europe as freely as they do now ia one counatry—is 

‘sie in a future hardly more distant. Even with a discount 

for the enthusiasm that conferences generate, this still repre- 
gents formidable degree of optimism. 

Where, in this wide divergence of opinion, is it proper and 
reasonable to take a stand ? Is the complete economic unifica- 
tion of western Europe something that this generation can, and 
should, achieve ? And is it therefore proper to demand seven- 

steps towards it in the immediate future ? Specifically, 
should there be at least the recognisable embryo of a United 
States of Europe by the end of the Marshall Plan? Or is it 
petter to hasten more slowly and pay more attention in the next 
few years to laying solid foundations of confidence and security 
and creating the indispensable conditions of closer association 
before any attempt is made to erect impressive superstructures ? 

The question is ceasing to be purely academic. It is beginning 
to be a matter of real importance to have some rough notion of 
atimetable that governments, or some of them, would regard as 
practical and that private advocates, or most of them, would 
ycept as satisfactory. If there is not some such meeting of 
minds—of the informed and the inspired, of the ardent and the 
responsible—there is a risk of such a crop of misunderstandings 
and disappointments as may well be enough to stifle the goodwill 
on which the whole cause of western association vitally depends. 
It is important to remember that it is possible—indeed, it is 
easy—to go too fast, as well as too slow. The cause of German 
unity in 1848-49 has many parallels with that of European unity 
in 1948-49. In each case, there was widespread and influential 
support in public opinion, while Governments—for good reasons 
or bad—hung back. The perspective of history makes it easy 
tosee that, in the earlier case, too much enthusiasm and too many 
public debates without the participation of respensible authori- 
ties, did far more harm than good to the cause. The perfect can 
easily be the worst enemy of the good. But if this old saw is 
not to become merely an excuse for inaction, it is necessary to 
define the good. What would a practical and responsible 
Minister, or Civil Servant, accept as a reasonably attainable time- 
table for economic union in western Europe ? 


* 


The damage that can be done by lack of sufficient distinction 
between the possible and the unattainable ideal can be illus- 
trated by the muddled thinking there has been, and still is, 
about the part that “ economic integration of western Europe ” 
can and should play in the Marshall Plan. The object of the 
Plan is to get the nations of western Europe back on to their 
feet and able to pay their way by the middle of 1952, and it 
was very reasonably provided that they should help each other 
a much as possible. But, to many people on both sides of the 
Atlantic, this condition, which started by being subsidiary, now 
bids fair to be regarded as the main objective. Many European 
advocates of Western Union for its own political and human 
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sake saw in the Marshall Plan an opportunity for bringing to 
bear that external pressure without which few unification 
projects in the world’s history have ever peacefully succeeded. 
An opportunity it certainly is, and it is wholly right and proper 
that there should be—as there has been—steady Amecicaa 
pressure towards greater unity. 


But from this position, many of the advocates of Western 
Union have jumped to the wholly different proposition that a 
far-reaching degree of economic unification in Europe is strictly 
necessary, within the next three years, to secure the objectives 
of the Marshall Plan. It is often said that it is only a united 
western Europe—or at least one that is well along the road to 
unity—that can hope to be solvent by 1952. This happens 
to fit in with a number of deep American instincts. The Marshall 
Plan was sold to Congress on the ground that its aim was 
something much more like the regeneration than the relief of 
Europe. Public opinion in any country is always unwilling to 
make a large effort simply to prevent things from getting worse. 
Wars always have to be fought to make the world fit for some 
grand abstract principle, not (as is in fact the case) to avoid the 
disaster of submission to Hitler or the Kaiser. To have 
attempted to convince the American people that the Marshall 
Plan was necessary, and worth while, in order to get Europe 
back, in an economic sense, to 1938 would have been an impos- 
sible task. It was only worth while if it would get Europe, not 
back to anything, but a good long way forward to something 
pretty big. There will be much disappointment, and worse, in 
Washington in 1952 if no evidence can be produced of real 
progress in this sense having been made. And yet, as every 
European knows, the restoration of the conditions of 1938, so 
far as international trade and finance are concerned, would be 
something far better than is yet in view for 19§2. 


The plain fact is that, within the short term of the Marshall 
Plan greater economic unification in western Europe—if by 
that is meant the removal of obstacles to trade between the 
western European nations—can contribute very little. There 
are one or two marginal ways in which the European nations 
can help each other—that is, in which co-operation between 
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two or more European countries can lead to a net saving of % 
dollars or a net increase in the earning of dollars—but an ‘ 
intensive search for projects of this kind in the last two years # 
has. not brought very many of them into the open. What, after f : 
all, are the economic problems with which western Europe has rs : 


to wrestle in these few years ? They are to restore the pro- 
ductive efficiency of 1938 (food production in Europe is still 
well below that year), to bring inflation under control without 
stimulating deflation, to catch up with arrears of capital invest- Be 
ment and—above all-—to close the gap in the balance of pay- ae 
ments. Even a complete economic unification of western a f 
Europe, if it could be attained, would contribute very little, i 
before 1952, to these objectives. It would do nothing, within i 
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three years, to increase productive efficiency. The farmers of 
Europe would not grow more, by 1952, because they were 
united. There would be no more capital to invest. There 
would be no more goods, by -19§2, to sell in dollar markets. 
There are no unused dollar-saving supplies of necessaries in 
Europe. In no sense can Western Union be said to be a pre- 
requisite for the attainment of solvency in Europe by 1952. 


* 


Indeed, the argument can be carried further. There are some 
ways in which a rapid approach to economic unity, if it could 
be made, would actually impede the attainment of solvency by 
1952. For example, if the different agricultural industries of 
western Europe were to lose their protection against each other, 
the first result would certainly be a decline in food production 
in western Europe as a whole. Or, to take another example, 
a single European currency would involve one European bank 
of issue and one European monetary policy—possibly even one 
European budget. Is it conceivable that Liberal Belgian and 
German Governments would see eye to eye with a British 
Socialist Government in credit management, full employment 
policy and the financing of social services ? 

It is not even certain that the Americans, who advocate a 
forced growth of European integration before the end of the 
Marshall Plan, would like the results when they saw them. For 
every step towards self-sufficiency, or mutual sufficiency, among 
the nations of western Europe means that, to some extent, they 
discriminate against other nations. This has already been 
happening in the effort to close the dollar gap. As is pointed 
out in the “ Economic Survey of Europe” published this week 
by the Economic Commission for Europe in Geneva,* this is 
a curious result to follow from an American policy: 

The United States is thus in the strange position of financing 

a programme which is directed largely towards the reduction 

of its own exports. It faces the anomalous prospect that, by 

the end of the programme, it will have surpluses and excess 

production capacity in commodities for which it has helped to 

develop substitute sources of supply elsewhere. 
There are already signs that the logic of this argument is 
appreciated in America, and that it is beginning to be seen that 
the only satisfactory solution to Europe’s dollar problem is not 
io enable the European nations to get along with fewer dollars, 
but to help them to obtain as many dollars as they need by 
methods other than charitable appropriations. This is, indeed, 
the only way in which European-American trade can be 
balanced by lengthening its short leg, instead of cutting down 
its long leg. It is the only way that will solve the problem 


* “Economic Survey of Europe in 1948.” Prepared by the Research 
and Planning Division, Economic Commission for Europe of the 
United Nations. It is hoped to include a comprehensive review of 
this report in an early issue of The Economist. 


Test Case 


T is now just over two years since President Truman 
announced to a startled world a programme of military aid 
for Turkey and Greece. The date is worth remembering, 
March 12, 1947, for it was then that the tide of Stalinist 
expansion was at its height, and Europe was asking whether 
America would step in firmly where Britain was obviously 
faltering under a burden too great for it. Indeed, Mr Truman 
said recently, on the eve of his fourth anniversary as President, 
that the decision to undertake this programme would be 
regarded as a more memorable milestone in history than the 
start of the Marshall Plan. The President may well be right, 
provided history shows that the milestone led up rather than 
down hill. 
The original decision was one thing ; its execution has been 
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without reducing the world’s real income, and it ought t 

to be the goal of all efforts. But, to the extent that it is 

it undermines the case for saying that any closer integration 
of European economies is a short run necessity. 

It might even be nearer the truth to say that it is the success 
of the Marshall Plan that will make Western Economic Union 
possible rather than vice versa. It is certainly true that what 
chiefly impedes the growth of trade and financial intercourse 
between the nations of western Europe is the present disorder 
in their balances of payments, which is exactly what the Marshall 
Plan is designed to correct. What, more than anything else 
has been holding up the attainment of complete economic union 
between Holland and Belgium is the fact that Belgium would 
have to make enormous advances to meet the Dutch deficit 
The case is similar with the wider question of convertibility 
among all the European currencies, which is so rightly regarded 
as the first and most necessary step back to monetary sanity, 
What holds convertibility up is that, in present circumstances, 
it would involve some European countries in making large and 
indefinite loans—not only in their own currencies, but also in 
gold and dollars—to others. Only when a country has brought 
its balance of payments into reasonable equilibrium can it safely 
be admitted to a system of convertibility. Convertibility js 
sometimes talked about as if it were something like the 
doctrine of transubstantiation that required only an effort of faith 
to accept, whereas in reality it depends on hard facts. To 
promise convertibility (however desirable it may be) before the 
conditions of maintaining it exist is merely to finish up further 
from the goal than before the attempt was made. This is the 
lesson that Britain learned in 1947 ; it is a lesson that can equally 
be applied to most of the projects of closer economic co-opera- 
tion among the European nations. 


It is as well to be clear about these matters. But perhaps one 
of the reasons why they have not always been made quite clear 
is that to do so is to run the risk of presenting arguments 
to the enemies of any form of Western Union at any time. But 
that is, of course, a very different matter. To say that 
“economic integration” is not necessary for the Marshall Plan 
in the next three years is not to say that the gradual construction 
of a gigantic integrated economy in western Europe in a con- 
siderably longer period is not both possible and highly desirable, 
Still less is it to cast any doubts on the political and military 
arguments in favour of achieving the closest co-operation among 
the western European nations at the earliest possible moment, 
The point that this article has striven to make is that the 
economic argument for Western Union is one that is relevant 
only to a much longer period than that of the Marshall Plan, 
with which its connection is not much more than marginal. 
These longer-run issues remain to be considered in a further 
article. 


in Greece 


another. Although the first effect of helping Greece and 
Turkey was to administer a smart check to Communist 
ambition in a crucial sector, it has now become urgently 
necessary for the western Powers to re-examine the effects 
of their policies in those two countries. In Turkey, clearly, 
things have gone well within the limits set. But in Greece, 
the situation is entirely different. After five years of support from 
British arms, money and advice, and two backed by American 
aid on an even larger scale, the Greeks face another scason’s 
campaigning in an interminable civil war, which could yet be 
lost by the Government through a collapse in morale. 
present. military position is that the Greek Government forces 
have been built up to eight divisions, fairly well equif 
with British and American arms, in addition to the 
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Guard and police units. Much of this army is adequately 
rained and experienced—indeed only too bitterly: troops in 
the field are suffering from too long service and lack of leave. 
pat there is still hope that wider recruitment and expansion 
of the army may make possible a more adequate rest and 
; t programme, although any further expansion of 
the army depends, in any case, directly on American aid. The 
Greeks also now possess a small air force and a navy of some 
us vessels, three quarters of them on loan from the British, 
In all these respects: then the Government forces are, and 
have been for some time, item for item, a good deal stronger 
than the rebel forces against them. The trouble is that if 

are to be used to hold the frontiers as well as fight the 
rebels the margin is not enough, 


* 


The economic position of Greece must be judged in two 
ways. On the one hand, the country’s prospects are desperate 
and pitiable so long as the civil war continues, Moreover, 
Greece has always been a poor country and war has thrown 
a quite intolerable burden on its emaciated frame. There is 
therefore no hope whatever that the Greeks will be able to 
support themselves in any predictable future. On the other 
hand, vast quantities of outside aid have poured in through 
Greek ports during the past five years, beginning with Unrra 
and running through to last year’s American appropriation 
of something over $350 million for combined Marshall and 
martial aid ; this year the total American allocation may be 
wer $400 million. The result has been that in 1948 the 
economic conditions of the people were at least better than 
the year before ; both agricultural and industrial production 
reached about 80 per cent of the prewar volume. In addition 
some capital construction went ahead in certain elementary 
respects. Judging Greece by emergency standards, therefore, 
the economic picture is not too bad. 

It is politically that Athens is so dangerously weak. Elected 
under all the outward forms of a democratic regime of the 
western pattern, the Government tends to be regarded, at best, 
as little more than a pack—constantly reshuffled—of minor 
personalities, each one the leader of a parliamentary clique. 
At worst, it is hailed as a brutal and reactionary tyranny. 
Accusations of corruption are rife—more perhaps than the 
truth warrants. Along with them goes persistent criticism of 
inefficiency, much of it impossible to refute. It is an axiom 
of Greek political discussion that a better government is 
desperately required. What good can it be, people ask them- 
selves, to have an old man of over eighty as Prime Minister at 
atime like this ? What is needed, they say, is a more efficient 
administration that will not only introduce drastic tax changes, 
stamp out corruption and create a firm home front behind 
the military forces, but will also inspire the people by real 
leadership. 

While no one has appeared on the Government side to taRe 
over the reins of power and ride the flagging horse to victory, 
the rebels seem to be in little better shape themselves. In four 
years they have achieved remarkably little. From the Soviet 
point of view the strategic situation in Greece is as much a 
stalemate as in Berlin. Their policy has lately been forced to 
take a turn which has brought plenty of deserters over to the 
Government. At the end of March a new “ Provisional Demo- 
cratic Government ” was announced, in which several represen- 
latives from the People’s Liberation Front for Slav Macedonia 
(NOF) were included for the first time. The reasons for this 
move lay in the Cominform’s plots to embarrass the renegade 
Marshall Tito in Jugoslavia, rather than in its immediate aims 
in Greece. Early in March the Greek rebel radio had forecast 

a People’s Republic of Macedonia would soon be declared to 
come ‘within a popular democratic federation of the Balkan 
Peoples. This meant cutting a slice not only out of southern 
Jugoslavia, but also out of northern Greece. That prospect 
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caused a calamitous impression among Greek Communists and 
their fellow travellers. The outcome was that at a Congress 
of the NOF on March 25th and 26th the announcement of 
a People’s Republic of Macedonia. was temporarily shelved. 

All this has fanned into flame the long-smouldering antipathy 
between Slav and Greek. Markos Vafiades, for so long the 
leader of the Greek rebels, was dismissed by the Communists 
last January on the triple charge of military failure, nationalistic 
unwillingness to receive the Moscow whip, and plotting a coup 
against Salonika with Tito, Ever since, the Russians have 
been tightening up their grip on the Greek rebel movement. 
Political commissars have been injected into the main guerrilla 
units, and two reliable Moscow Greeks, Zachariades and 
Joannides, have been put in joint charge to run the war between 
them. Such obvious intervention by the Cominform has dis- 
illusioned many Greek fellow travellers, who see their country 
being dismembered to make a Slav holiday. So the rebels, 
too, are passing through a period of weakness. In fact, the 
Greek civil war is in a stage when anything might happen. 
Both sides have a vital interest in ending the stalemate. Hence 
the peace talk between the Greek rebels and Dr Evatt. 


* 


It was in the light of these facts that Mr Bevin raised the 
subject of Greece, as second in importance only to Germany, 
when he met Mr Acheson in Washington last month to 
sign the Atlantic Pact. As the two statesmen reviewed their 
problems it must have been clear to them that the contrast 
between their success in the Atlantic area and their disappoint- 
ment in the Mediterranean area is growing. While the rest 
of the western position has been immensely strengthened 
diplomatically, Greece is as weak a spot as ever. Yet the 
British and American commitment in Turkey and Greece has 
been in no way lessened by the signing of the Atlantic Pact ; 
indeed by implication it has been reaffirmed. 

Greece, quite clearly, is being attacked in a manner which 
it is one of the purposes of the Atlantic Treaty to prevent ; 
and the evidence that its neighbours are implicated is in the 
files of the United Nations. As President Truman pointed 
out some weeks ago in a report to Congress, “ Greece is not 
the victim of an invasion by foreign armies which could 
instantly rally the Greek people to a common defence.” It 
is the object of an attack in which the leaders of international 
Communism create chaos in Greece “ so that it will fall through 
sheer physical and moral exhaustion, if not by force of arms.” 
The various peace gestures recently made by the rebels show 
more interest in trying to get a free field for political activity in 
Greece itself than in calling off the struggle. What, then, is to 
be done ? 

Two courses of action seem to lie open. The most drastic 
would be for the Americans and British themselves to assume 
greater direct responsibility for running the war in Greece. 
In order to ensure their own standard of efficiency, they might 
take over the actual administration of the country on Allied 
Military Government lines, at the same time sending con- 
siderably more men, money and material to back up the Greek 
forces in the field. The other course would be for them to 
take steps—with or without the approval of the United Nations 
—to seal off Greece’s northern frontier, or at. the least the 
frontier with Albania. Hitherto both courses have been 
rejected both in London and Washington, for many obvious 
reasons ; but the time has surely come to re-examine them. 
For Greece must not go the way of China. Communist tactics 
and backing and propaganda are similar in both countries ; 
in both, the west has staked much prestige and money on 
supporting the Government against the Communists. The 
loss of Greece would be a severe setback to western strategy 
in the whole Mediterranean area and to confidence in western 
Europe itself. 

Obviously the objections to a virtual allied occupation of 
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Greece are enormous. Even if it were thought desirable, 
it is hardly practical in 1erms of the military strength imme- 
diately available to the Western Powers: and the Greeks them- 
selves would so immensely resent it that it might defeat its 
own object. But the sealing of the Greek-Albanian frontier, 
for all its difficulties and hazards, is surely another matter. 
Is there no arguable case for offering to the United Nations 
a small frontier force, something of the kind that its own 
Balkans Committee’s observers once again advocated as 
recently as April 17th ? The United Nations might refuse 
the offer—the Russians would certainly veto the proposal— 
but the force could still be sent. Is there, alternatively, no 
possibiliry that it could be organised even as a group of 
“volunteers” ? Or as a “military exercise” ? We can be 
core that the Russians would find a way if this was their 
problem. Indeed, they have already stepped far over the mark 
of normal international relations in coolly sponsoring the training 
and hospital camps which supply the invading guerrillas. Non- 
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Greeks cross the frontier freely: is it really inconceivable 
that other non-Grecks—British, Americans, and perhaps others 
—should mount guard on one side of it? And if the answer 
be that too great a force would be required to seal the whole 
frontier, would it still be of no value to block even some of the 
main crossing places ? The Greeks themselves are confident— 
probably rightly—that they could handle the guerrilla problem 
in a matter of weeks, if once the frontier were policed, 

The misery and slaughter in Greece cannot be allowed to 
go on ; it is a vital British interest that its integrity should be 
maintained. In any general diplomatic conversations that the 
Russians may now favour it should be made clear that Mr 
Bevin still means what he said on January 22, 1948, “His 
Majesty’s Government cannot agree to Four Power co-operation 
while one of those Powers proceeds to impose its political 
and economic system on the smaller states.” For the Atlantic 
Powers the test of Russian sincerity lies as much—if not more— 
in Greece as in Berlin. 


Illusions 


(By a Correspondent) 


HIS article is contributed by a correspondent who has 

made a special study of election statistics. The figures 

atiribuied to the British Institute of Public Opinion appear by 
courtesy of that institution and of the News Chronicle. 


Speculation about the coming General Election increases as 
natural curiosity about the most spectacular manifestation of 
democracy is aggravated by a human zest for anticipating the 
cutcome. But, even for those who: resist party polemics and 
the lures of wishful thinking, the discussion is not usually on 
a high level. A large number of clichés have been gathered 
around the subject, phrases which have seldom been honoured 
by critical examination. 

The decision rests with the floating voter. But who is the 
floating voter ? He might, in one sense, be said to be every 
elector. for there are very few who, under the bludgeonings of 
fate, could not be induced to vote against their natural political 
faith. However, the floating voter is normally regarded as the 
man whose mind is so delicately balanced that it would not take 
much to turn the scales in any direction. Usually he is envis- 
aged as a figure of pure fantasy, an academically-minded person, 
trained to see both sides of the question, honestly waiting and 
weighing up the rival arguments before he decides how to vote. 
Such a character is not common, even in the highly educated 
segment of the middle classes where he might most naturally 
be expected to exist. Often it will be found that, despite his 
claim to political neutrality and openmindedness, the self-pro- 
claimed “ floating voter” has an underlying bias which tends 
always to bring him down on the same side. The really impor- 
tant floating voter, the man who actually votes now for one side, 
now for the other, is probably not only much less numerous 
than is commonly supposed but also much less rational. He 
floats less on the tide of judicial appraisal of “ Labour Believes 
in Britain” or “ The Industrial Charter” than on the swifter 
current of special personal grievances or sudden intuitions about 
the general bias of the parties. 


It is well to beware of regarding the floating voter as a collec- 
tive unit. He floats both ways. The only quantitative evidence 
available is supplied by the British Institute of Public Opinion. 
In response to a recent survey, it was found that rather over 5 
per cent of those who said they voted Labour in 1945 would 
now vote Conservative, and that rather under § per cent of 
those who said they voted Conservative would now vote Labour. 
These figures suggest that only about 1 in 20 of the electorate 


have been converted from supporting one of the main parties 
to supporting the other ; but the same survey shows 14 per cent 
of the electorate to be “undecided.” The floating voter, it 
would seem, drifts towards uncertainty, which may, perhaps, 
manifest itself in apathy and abstention from voting, quite as 
often as he floats over to the other party. Studies in the United 
States have shown how, when it comes to polling day, 2 con- 
siderable majority of waverers turn back to their former alle- 
giance. In this country, party agents regard their job primarily 
as one of getting their own supporters to the polls in full 
strength ; trying to convert those even mildly unfavourable is a 
waste of time which may well turn an abstention into a hostile 


vote. 
* 


The middle ciass will decide the next election. It holds the 
balance of power. On the face of it, this familiar statement is 
absurd. When discussing votes, as distinct from broader con- 
siderations of political or economic power, the question resolves 
itself into a simple counting of heads ; for “ one man, one vote” 
has now been established without any exceptions. The voting 
strength of the “ upper ” class is negligible. Who, then, do the 
middle class hold a balance between ? 


The middle class will, of course, play its part in deciding 
the next election ; but its importance can be over-estimated. 
Ewen by the most comprehensive definition, the middle 
class contains only a minority of the population. There 
is evidence that it is, in its political views, both more 
fixed and more united than the working class. It has 
been calculated from figures produced by the British 
Institute of Public Opinion that among the upper two class 
strata of its cross-section (covering 31 per cent of the popula 
tion) the Conservatives have 40 per cent more supporters than 
Labour ; among the lower two class strata (covering the remait- 
ing 69 per cent of the population) Labour has only 20 per cent 
more supporters than the Conservatives. At the same time, tt 
has been found that only 10 per cent of the upper strata say 
that they are undecided how they would vote, while 20 per cent 
of the lower strata claim not to know. Upon all sections of the 
community depends the outcome of the next election, but if on 
section is to be selected as particularly important, it should 
surely be that section which is most numerous, most 
divided, and most uncertain of its intentions. 
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NOTES OF 


The blockade of Berlin ends next Thursday and the Council 
of Foreign Ministers meets in Paris eleven days afterwards. So 
far, so good: this is an achievement on which the western states- 
men and the pilots and ground staff of the air-lift can congratulate 
themselves. But we cannot judge with any accuracy for another 
three weeks what the Russians hope to gain by this conciliatory 
behaviour. That is the view of the three western Foreign 
Ministers, who are united in caution, in determination not to 
modify their German policy, and in readiness to match move with 
move in the cold war. 

It is not at all certain that the western governments will gain 
by what is coming. Nobody knows on what basis the Russians 
will open the conference of the four Foreign Ministers. There is 
no sign that the Americans or British propose to arrive at the 
table with a cut and dried plan for stealing the Russian thunder, 
even though they obviously should have one. Nobody knows 
whether the peace offensive and united front campaign, now being 
developed by the Communist parties all over Europe, are intended 
io pave the way for apparent Russian concessions over Germany, 
or whether these apparent concessions are intended to play their 
part in the peace offensive—in other words to be rejected. 

Clearly, if the Russians proposed the withdrawal of all occupa- 
tion troops from Germany by June, 1950, the western ministers 
would have to think very hard. For that would mean a complete 
revision of the European Recovery Plan and the unification of 
Germany, on terms arranged between highly organised politicians 
in the Communist eastern zone and highly disorganised politicians 
in the western zones. Such a prospect, suddenly presented, would 
certainly make the west Germans pause in their preparation of 
elections and institutions for their promised government. Thus 
would the Russians achieve by indirect means what the western 
governments have insisted they must not attain by direct means— 
postponement of the creation of a west German government. 

If there is some less ambitious proposal for continuing the 
division of Germany, with only limited measures of common 
policy in economic and administrative matters, and with one 
government in the west and another in the east—then the western 
delegates will have to give it the closest scrutiny and take steps 
to see that it is not sold to the German public over their heads. 
Nothing that seems to offer the slightest progress towards German 
umity can really be opposed by German politicians, and there is 
a danger of unity becoming an issue in the west German elections. 
Mr Bevin and his colleagues have just three weeks to get ready. 
Will they go to the meeting of Foreign Ministers prepared with 
demands or with maximum concessions ? Will they expose in 
their speeches—for people in western and eastern Europe to 
hear—the clear evidence of Russian hopes of establishing a united 
Communist Germany which would be appeased at the expense 
oi France and Poland? Will they go into the battle with Mr 
Vishinsky properly equipped with the weapons of an offensive 
dialectic ? The raising of the Berlin blockade and the discussion 
of policy in Germany are of secondary importance compared 
with the diplomatic trial of strength for which this meeting is 
being staged by Moscow. 


* * « 


Europe Gets Together 


The next step towards forming a parliament of western 
Europe is to prepare for a meeting of the Council of Europe 
and its Consultative Assembly in Strasbourg in August. The 
Statute was agreed and signed this week with great friendliness 
and speed. The Assembly will use the buildings of the university 
and function in public ; the Council wil] use some smaller meet- 
ing place and keep out of the public eye. What the Assembly 
will talk about no one yet knows; the important thing is that 
the delegates from ten nations should learn to talk European. 
That needs practice and the sharp stimulus of making mistakes. 
The fact that economics are already being talked in OEEC, 
defence at Fontainebleau, and foreign policy everywhere does 
not matter too much. 

If the Assembly wants a subject that will really test its temper 
and spirit, let it begin by debating the admission to the Council 
of Western Germany. Without the Germans the new body can- 
not begin to work on its real purpose ; and it is little use talking 
of Strasbourg as a meeting place of the French and German spirit 
if there are to be no Germans there to enjoy the experience. It 
seems doubtful whether there is .any good reason behind the 
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choice of Strasbourg as the seat of the Council of Europe say 
Mr Bevin’s desire to pay an imaginative compliment to M 
Schumann, the French Foreign Minister. The city has no airfield, 
is suffering from an acute housing shortage, has a quite Provincia! 
telephone exchange, and is a frontier post full of bitter memories 
It would not be surprising to see the Assembly settling down 
eventually in Brussels or The Hague. 

The Council of Europe is really the offspring of the unofficial 
European Movement, and it has been shown how much the 
work of building up a European habit of mind rests upon the 
energy of voluntary as of official bodies. This was shown by the 
conference held last week in London of politicians from Eur 
liberal parties to discuss the progress of the Marshal Plan, Jt 
was organised by the Liberal International, which in its two 
years of life has made considerable headway in Co-ordinating 
the activities of European liberal organisations. The conference 
expressed its support for the Council of Europe, but its declaration 
on the organisation of western Europe was expressed only in 
general terms in deference to the views of the dynamic Mr QOhjj 
the leader of the liberal opposition in Sweden, He expressed in 
strong terms the view that Scandinavian and British economic 
interests were more closely allied to those of the United States 
than to those of western Europe, and that a rigid Eu 
economic organisation would draw down the middle of the 
Atlantic an unnatural line of division which should really be 
drawn along the Oder. The economic resolutions demanded that 
the western European countries reduce their costs of production 
and increase their competitive power abroad, an emphasis which 
should endear European liberals to these yesponsible for 
administering OEEC. 


* * * 


Ambiguous Embassy in China 


The Chinese Communists have renewed on the Peiving radio 
their demand for apology and compensation for the atrocious 
behaviour of HMS Amethyst in using her guns to defend herself 
when subjected to artillery fire. They have also offered, according 
to a repart in The Times, “to consider diplomatic relations with 
any foreign Government that would sever relations with the 
Nationalist Government.” This is very kind of them, but even 
at such a bargain price the horse needs to be looked closely in 
the mouth. Even if both sides in China were equally likely to 
pursue foreign policies friendly to Britain and the United States, 
international law does not require any haste in transferring 
diplomatic recognition to insurgents while a hitherto recognised 
Government continues to hold a large part of a divided country. 
But the two sides are not equally friendly ; one has a record of 
reasonably good relations with the Western Powers, whereas the 
other has declared that it will be the ally of Russia in any war 
which might arise out of the Atlantic Pact. There is no sense 
in giving avowed enemies the advantages of diplomatic recogni- 
tion, at the expense of even the least satisfactory friends, until 
it has become quite certain that the latter no longer have any 
capacity for resistance. 

Someone in Whitehall has been propagating the view that 
“there are precedents in civil war for having envoys with both 
sides,” and it is stated that the British Ambassador, who has 
remained in Nanking, is to make a personal approach to the 
Communists to seek the release of the Amethyst. But having 
envoys with both sides provides no solution to the vital question: 
which Government is to be accorded the right to use Chinese 
State funds abroad and to make appointments and give insiruc- 
tions for Chinese Embassies if other countries, the Chinese 
delegation to Uno, the Chinese representation on the Allied 
Council in Tokyo or the Chinese Consulates in South-East Asia? 
Either one authority or the other must be accorded these rights; 
they cannot both have them. If the British Ambassador himself 
negotiates with the Communists while perhaps sending a junior 
member of his staff to Canton, he gives higher status to the 
Communists. What is then to be the British Government’ 
attitude when the Communists seek to replace the present Chinese 
Ambassador in London with their own nominee, or to use Chinas 
sterling balances for their own purposes? ‘The Americans af 
avoiding this dilemma by recalling their Ambassador, just 3s they 
avoided the loss of life and humiliation to which the British Navy 
was subjected by withdrawing their warships from the Yangts¢ 
in good time. American policy in China is now said to be 
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«wait until the dust settles”; the British apparently prefer to and has been formed as part of a gigantic conspiracy against the 

















have the dust thrown in their eyes. peoples of Southeast Asia. | 
Ie ‘ é The position of Pakistan has been made clear by Mr Liaqua 
Ali in London. Pakistan will reserve judgment for the moment 
S The End of Steel On its future status, but its enthusiasm for the Commonwealth 
M. With the end of the Report Stage in the House of Commons ——— aitanatly aes the Senay 60 nelie> SuianneeenC aS 
eld, Tuesday, one more process—hot rolling—was completed in peration it receives from its members. Pakistan, and to a 
cial ¢ eid fabrication of the Iron and Steel Bill, When the guitio- certain extent India, is anxious to know what is the real substance 
ies, tine fell, thirteen clauses to which amendments had been made . a eeteningaenil Uc, how: much it -Can depend on ‘econsmic, 
own had not been discussed, _— discussion on nine other clauses had = eigmorasiinns milieery : assidtence,, whe tebe it. Se.qepecenk a0 
sculated. In addition, of the twenty-three . . : 
cial Eeed in standing committee, seven had ee dis- a oe Seonatek ae ieatnnans ae ete te 
the jon at any time. Among them is Clause 4, which lays down ; . ad : . 
the scatation between the Minister and the new Iron oan Steel Pi gy - — a oe ane ee eee 
the tion, giving the former power to issue “directives of a of th ee oe eee ee eee 
ne ; ag eee : e wheel in the past decade—the New York Herald Tribune 
ean, | character” but to withhold his directives from publica- has declared that the ne tr “ is highly desirable f 
It tion in the Corporation’s annual reports. Clause 7, which gives Ameri : z coe sche arte ck ean a aimee ae 
two the Corporation power to acquire land compulsorily, was not United States 4s to the British and the Iidions, sn Austral 
ting discussed at all in committee, and received only two minutes’ ang New Zealand accept: ae aT 
aie ESCUSSC ; 7 ; , , cceptance has been tempered by a dislike of 
a eae Reine Ob which oy soe deeatmeras tap FoNe an arrangement which seems t0 dapace the Staite of West 
a Saaherice that these clatecs -will: be disctiseed , minster, but it is recognised there that Indian and Antipodean 
ce 8 : interests march more closely together than before. 
ie To the ee on oe et eal Sos and nae 100 2 : 
; hours in committee have proved totally inadequate to discuss a " 
mic ; : C 
Bill—the most important of this Parliament—of fifty-eight clauses ’ 
= and eight schedules, Mr Morrison can reply that the Opposition John Bull’s Other Ireland 
the have misused the time at their disposal. It is true that the Opposi- _ Last week the declaration of the Commonwealth Prime 
be tion lingered unnecessarily long on clauses on which there was a Ministers showed how difficult it is to find a form of words to i 
that fair measure of agreement, and it is also true that there are respect- Cover the situation in which a republic wishes to remain in the ig 
- able precedents for the use of the guillotine for measures on which Commonwealth. This week the publication of the Ireland Bill  % 
sich the Opposition might be tempted to filibuster. What the Govern- shows that it is just as difficult to resolve the questions which 3 
for ment cannot defend is the meagre allotment of time which they _ follow on the departure of a republic from the Commonwealth. 23 
give to the discussion of the Bill when its timetable was The Bill, designed to avoid the tremendous administrative ee 
originally laid down last autumn. The time available in com-_ difficulties which would follow if all the Irish citizens who are a 
mittee and for the Report Stage could easily have been extended employed or resident in the United Kingdom or the colonies u 
by the postponement of some minor legislation until the next were to be treated as foreigners, invents a new category of people ‘i 
session if the Government were really intent on enacting a sound neither foreign nor British—just Irish. It is reported that when i 
measure. Moreover, it should have been accorded at least the same Mr MacBride met the representatives of the Commonwealth in 4 
fo treatment as the Transport Bill, that is to say, a suspension of the Paris last autumn he was asked by the Lord Chancellor if by a 
os ten o’clock rule for the Report Stage on the days preceding the severing the link with the Crown Eire intended to become a a 
self final guillotine. foreign country ; the reply was “No.” om If she is neither British 
ling Thus, the Iron and Steel Bill will go to the House of Lords ™% foreign, what ” she ?” “Treland,” said Mr MacBride, and 
vith just before Whitsun in a flawed and imperfect state—in particular this Shavian reply is embodied in legal phraseology in Clause 2: 
the with great uncertainty about the limitations on the power of the Notwithstanding that the Republic of Ireland is not of His Majesty’s 
ven Minister and the protection afforded to the consumer (the details dominions, the Republic of Ireland is not a foreign country for the 
ym of the Bill are further discussed in a Note on page 855). If the purposes of any law in force in any part of the United Kingdom or 
10 Lords were to reject it as being in need of complete revision, in any colony... . 
Les, they would have some justification. If, however, they settle down B ON he Bill or d 
ing to try'to improve it, they will not only justify their own existence, . 24" a . “deck CE Re ee PUSS SRS Matesy form what 
sed they will be performing a public service which the Government *% 1? i a Teal — _ aoe that Northern Ireland will 
try. majority in the House of Commons is apparently too partisan to ever be handed over to Ireland without the consent of the 
of vlinake Parliament of Northern Ireland. If nothing else will do it, 
the “ ‘ . that should deter Irish politicians from making vague_ threats 
war against Ulster unless they are prepared to see_ their. citizens 
mse become not only foreigners to but enemies of the United 
mi- Reactions to the Formula Kingdom. Ireland’s declaration of independence has postponed 
ntil India’s decision to remain a republic within the Common- the end of partition until the distant date when the republic can 
any wealth, achieved after a consultation so rapid and informal that persuade the citizens of Ulster that their interests lie with a Oi 
in the words of one observer “ the Prime Ministers might all have united Ireland rather than with a United Kingdom. ‘ae 
hat been members of the same Cabinet,” has been accepted more It is fitting that the long, tangled history that unites England am, |} 
oth readily than its authors had perhaps dared to hope. The only and Ireland should culminate in the establishment of this wholly hee: : 
has dissenting voice of any power was that of Field Marshal Smuts, _ illogical separation that is not separation, of a metaphysical inde- ee i 
the and even he expressed himself only in the gentle terms of anxiety pendence which is really unity in everything that affects.the ee 
ing and not of outright opposition or despair. It was obvious even ordinary citizen. Perhaps the most completely Irish aspect of de 8 
yn: before the conference assembled that any solution must seek the — the situation is that one cause of the Easter rising of 1916 was [ Bi 
dese support—in particular—of British and Indian opinion, and the — the application of conscription to Ireland. Now young Irishmen wee, 
uc: extent to which British public opinion would wholeheartedly resident in the United Kingdom—alone among citizens of foreign ie He 
ese xcept the altered form of the Commonwealth was not known  countries—are liable for conscription. But even Padraic Pearse i i 
ied until Mr Churchill rose in the House of Commons on the day would have agreed that rights and duties are inseparable. i 
ia? following. His support for the new arrangement and his decision sy 
tS 5; to put the past behind him was perhaps one of the finest decisions * * * fe Bi 
self his political career. It may have been done at the insistence Nig Steed tins eaioeiasie Heh 
ior of Mr Eden, it may have sprung from a desiremot to embitter © UAB is 
the relations between the Commonwealth and future Conservative Private letters from planters in Indonesia make grim reading. Hm) i ng 
nt’s governments or it may have been dictated solely by his own Conditions in the disturbed areas seem worse, if anything, than > e: | & 
ese —_. spirit, but it was a noble and courageous decision. in Malaya where the civilian population is better armed. The aie 
a's Andia only left-wing sentiment and the extreme Hindu interminable dispute between the Dutch and the Republicans ae iat 
~a nationalists fiawe opposed the new aereemient, amd MMs Nehru’s may appear boring® to the outside world; but to those on the 
hey Position has been greatly strengthened by the energetic support spot, it is literally—and this is not to be quoted against us in the | 
avy given to it by Mr Patel. In,India as elsewhere the left wing correspondence columns of The Times—a ‘matter of fife and je leas 
gts¢ Will presumably be fed with Communist propaganda that the death: Reports of military progress made by the Dutch are con- 2 tee 
10 new Commonwealth represents India’s subservience to the west flicting, but in recent weeks they have certainly tightened their : 
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gtip on the main roads and towns in Java. Their hold on out- 
lying areas, however, is stil] very weak. 

These facts emphasise the impertance of the issue on which 
Dutch-Republican negotiations, under the auspices of the United 
Nations Good Offices Committee, have stalled again. This time 
the question is whether the Republican leaders, notably Soekarno 
and Hatta, should be permitted to return to Jogjakarta without 
first undertaking to order the guerrillas to cease fire. It is most 
understandable that the Dutch should refuse to take the dangerous 
step of allowing the leaders back to their capital, from which they 
were only abstracted after three years of painful argument, without 
getting some quid pro quo. On the other hand, the former heads 
of the Republic argue with much reason that, until they do get 
back to Jogjakarta, they are out of touch with the only person- 
alities among their countrymen who might now be able to enforce 
a cease-fire at all. In addition, they have lost influence while 
segregated on Bangka Island, partly because they have been 
inactive themselves, and partly because other local chieftains have 
sprung up in Sumatra and Java to carry on resistance without 
them. If even people like Sockarno and Hatta have now lost 
what little control of the situation they ever had, it looks as if 
the Indonesians have little to offer as an alternative to Dutch 
military administration—leading to an eventual United States of 
Indonesia—except anarchy. And anarchy is the one thing which 
neither the white races nor the brown, who are opposed to Com- 
munism, can afford to tolerate in South East Asia just now. 

In some respects the American action in stopping Marshal! aid 
to Indonesia has been both unwise and unfair. For one thing, 
Washington appears to have taken advantage of the fact that 
Indonesia was scheduled to receive a definite proportion of Hol- 
Jand’s aid direct; the British, French and Belgians sub-ailot 
colonial shares from their home allocations. During the current 
year Indonesia hoped to get $84 million of Marshall money. It 
was to have been used in particular for machinery, tractors and 
building materials to increase agricultural production—which 
accounts for 60 per cent of Indonesian exports—and for con- 
sumer goods to help check inflation. Compared with prewar 
figures, present Indonesian output of palm oil, tea, coffee, sugar, 
hard fibres and pepper is still well down ; of the minerals, tin is 
at 70 per cent of prewar, oil §§ per cent, but bauxite 160 per cent. 

This unhelpful economic background inevitably plays a part in 
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Like water oft a duck’s back 


The feathers of a duck are naturally water resistant; paper, on the 
other hand, needs artificial treatment to render it waterproof. 
li is for this purpose that Unemul-wax in the form of an emulsion 
has been developed 

Unemul-wax emulsion is an inert form of gelatinous Alumina- 
insoluble in acid or alkah, and unaffected by bacteria or fungi. 
These qualities. and its ngh degree of purity, make it eminently 
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accentuaung political difficulties, not only for South East: Asi, 
but western Europe as well. Indonesia is the cork on 

Holland floats. Even a temporary solution to its problems would 
be better than none. Is it not time the western governments 
urged the United Nations to relax pressure on the Dutch, so that 
they may settle their differences with the Republicans Without 
interference ? They claim im any case that it is really an internal 
matter within their own territories ; and outside meddling has 
so far most certainly neither produced nor helped to produc 


; ca 
solution. 


* * * 


Theory in Germany—Practice in America 

There is a certain irony and historical interest about the 
prolonged dispute that has been going on between the American 
General Clay and the German Dr Schumacher. The dispute 
still smoulders, even though it has been sealed off by the agreemen 
on the basic law, or provisional constitution, for a west German 
state. General Clay has been defending federalism, Dy 
Schumacher efficient central government; and the focal point 
of disagreement was the question of what tax raising and spending 
powers the federal government should have. When one recalls 
how the need to vest these powers was expounded by Alexander 
Hamilton in The Federalist, confirmed in Section VIII of the 
United States Constitution and then upheld by the Supreme 
Court, it is difficult not to imagine that the General—for all that 
he comes from Louisiana—sometimes felt some uneasiness jn 
maintaining his thesis. 

Dr Schumacher, for the German Social Democrats, has argued 
that the federal government should have powers to equalise the 
burden of social expenditure between the eleven Laender. At 
the moment, for instance, Hamburg is flush with cash because 
it retains the customs revenue from a large proportion of German 
trade (though some of this money is said te have been lent w 
the film industry). But Schleswig-Holstein, a few miles away, 
is unable to find the money to care for more than a million 
refugees from other parts of Germany. Likewise Laender in 


which there is any large-scale manufacture of cigarettes to be 
taxed have the best chances of balancing their budgets. 
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It is inequalities such as these that Dr Schumacher has insisted 
on removing, in face of all the political arguments for avoiding a 
ion of power at the centre of the new west German 

He can of course draw on American history for support. 
Section VIII of the Constitution, Congress is given powers to 
«pay the debts and provide for the common defence and general 
welfare of the United States.” In the controversy 150 years ago 
perween Madison and Hamilton, the latter argued that the tax- 
ing powers of Congress were independent of, and additional 

wo, its other powers. The former held that it could only tax— 
and —revenue for purposes which coincided with other 
powers delegated to Congress. Either view is against General 


ep aN experience, too, is hardly in his favour. It is true 
that in 1936 the Supreme Court invalidated President Roosevelt’s 
Agricultural Assistance Act of 1933, which was to aid the farming 
states by levying “ processing taxes” on certain manufacturing 
processes. The Court maintained that these were not taxes in 
the accepted sense, but a levy on one group to aid another, thus 
invading a field constitutionally reserved for the states. But 
even this “ unregenerate” court stated that its ruling did not 
inge on the right of Congress to spend public money outside 
the fields of legislative power derived from the Constitution. The 
decision was got round by the Agricultural Assistance Act of 1938. 
The point for Germans to note is that the ruling of 1936 did 
not prevent the federal agencies from making grants in aid of 
cial security and highways (their extension to education is 
under discussion now)—all fields in which a west German 
government would have had little or no financial influence if 
Generals Clay and Koenig had won the day. True, the principle 
of federalism is weakened once the states have to rely on the 
central government for subsidies ; but it is even more important 
to remember that a narrow interpretation of the Constitution 
in the “thirties might have created intolerable social and 
political strains in the United States. The same might prove 
true in Germany, if only because of the gigantic refugee problem. 
After Shays’ Rebellion in Massachusetts in 1786, largely in protest 
against social inequalities and the inability of the Confederation 
to do anything about them, Hamilton asked in The Federalist 
“what might have been the issue of the late convulsion if the 
malcontents had been headed by a Caesar or a Cromwell.” 


* * * 


Pern Shirks the Truth 


There must be times when European politicians envy Sefior 
Peron’s immunity from the realities of life. Two weeks ago 
rioting broke out in the Argentine province of Salta, when workers 
called for a general strike as a protest against soaring prices. It 
was the first demonstration of its kind since the regime came to 
errs and was only put down with the aid of Government troops. 

et the President, in his traditional message to the opening of 
Congress this week, once more chose to ignore the fact that the 
near-bankruptcy of the country is beginning to make itself felt 
ya even the most ardent supporters of the regime, the working 

ass, 

The cost of living, Seftor Perén assured his audience, is still 
well below the rise in wages. Venturing further, he announced 
that the time was ripe for the Government to take over all public 
services still in private hands, whether domestic or foreign-owned 
—an expensive undertaking, the intention of which is clearly to 
divert hostility from the regime to capitalist “tyranny.” In the 
course of a buoyant review of economic conditions the President 
also foreshadowed a reduction in the requirement of a 25 per cent 
gold backing for the Argentine currency, arguing that the true 
wealth of the nation “lay in its people ”—as Hitler used to do 
in his younger days. 

Behind the scenes, however, the Government has quietly 
started to prune expenditure. ‘The order has at last gone out to 
cut back some of the most extravagant public works and defence 
projects under the Five-Year plan. Still lacking in Buenos Aires 
is any public acknowledgment of the true position, any effort on 
the part of the Government to ask the electorate frankly and 

y for its support in carrying out a policy of retrenchment. 

is missing, too, is a full realisation that the days when 
Argentina could exploit to the hilt the demand of foreigners for 
its food and meat are gone. 

Without a new approach along these lines, there is very little 
that Sefior Perén’s new economic advisers can accomplish ; and, 

there are rumours that Sefior Miranda may be recalled to 
take over his old job. From the vacation resort to which Senor 

Tetired earlier this year now comes word that his heart 
is returning to normal and that he is receiving regular visits from 
tmissaries of the Government. 
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Trouble in Uganda . 


There is much that is familiar in the account of the. riots 
that took place in Uganda last week. They followed the usual 
pattern of disturbances in the colonial empire, and the Governor’s 
immediate denunciation of the agitators as instigated by Com- 
munists was reminiscent, in particular, of the Gold Coast dis- 
turbances of early 1948. But whereas in the Gold Coast the 
main grievance was economic—high prices—in Uganda it seems 
to have been political. A recent official report had disclosed that 
African cotton-growers had been cheated on a large scale and 
for a long time vy Indian ginners, which was the excuse for the 
anti-Indian demyhstrations that accompanied the riots. Apart 
from this, however, the main complaints of the ringleaders, who 
came from the Bataka Pasty, were directed against the British 
Government for having agreed to the setting up of the East 
African High Commission and against the Kabaka of Buganda. 

This is not the first time that Balkan politics have been trans- 
ferred to Buganda. Four years ago there were complaints that 
the present Kabaka—the king whose rule is recognised by the 
British under the treaty of 1900—was undemocratic in his choice 
of Ministers. Since then Mutesa II has made the Lukiko—the 
native Parliament—more representative; he is regarded as an 
enlightened and sensible young man; in fact, government in 
Buganda has often been held up as an example of indirect rule at 
its best. But the Bataka party, which has now been proscribed, 
demanded that the people should be allowed to choose their own 
chiefs and that the Lukiko should have even more elected mem- ° 
bers. although its sincerity in this respect can be gauged by its 
persistent refusal to nominate candidates. In fact, by all reports it 
is not sO much a party as a group of agitators who object to the 
Kabaka’s Ministers because of their advice that the Bataka Party 
should be abolished. One of its prominent members is now in 
London ; there seems no doubt of its Communist contacts, and it 
is significant that the trouble began on the day of the first meeting 
in Uganda of the Central Legislative Assembly of the East African 
High Commission—the administrative linking-up of the three 
East African dependencies is as strongly opposed by the Bataka as 
it is by Russia in the United Nations. 

The disturbances are now over. The local troops and police 
have been reinforced ; a Press censorship has been introduced ; 
and a commission of enquiry has been appointed. Doubtless its 
report and recommendations will follow the usual lines. But it 
is doubtful whether they will find an easy solution to the main 
problem—in other colonies no less than Uganda—which is how 
to direct the Africans’ misplaced nationalism into the right 
channels and prevent what is often not more than a small group 
of malcontents from becoming a prey to mischief-makers at home 


and overseas. 
* * * 


Compulsory Acquisition 


The High Court last week decided a series of issues of con- 
siderable importance in the present-day valuation of land. A 
small plot of unbuilt on land was acquired compulsorily by the 
Nottinghamshire County Council for educational purposes. Its 
value, based on its existing use, was £17. The owners claimed £124. 
They argued, first, that the land had value as a potential building 
site (the arbitrator found that that was so); secondly, they alleged 
that an adjoining owner would pay more than {17 for the land 
in order to obtain control over its future development. Finally, 
they alleged that any purchaser would pay more than the bare 
£17 to provide some inducement to the owner to sell. They 
claimed that both of these last two considerations ought to be 
taken into account in fixing the price to be paid by an authority 
acquiring land compulsorily. 

The Court ruled against the owners on all three points. The 
first point was easily disposed of, since under the 1947 Act, 
the “development” value of land no longer exists, “On the 
other points, the view of the Court was that, since the 
development of land is now effectively restricted, no owner 
need buy adjoining land solely to control its development. 
It would seem that land has not only lost its “development” 
value ; it has also lost what might be called its “amenity” and 
“nuisance” values, too. It is clear enough that this is what 
the promoters of the 1947 Act intended. But the arguments 
raised in the case were those that are constantly being used 
whenever there is any compulsory acquisition of land. As a 
result, owners of land and their professional advisers have been 
waiting to see if the case they have so often made would 
acquire any legal validity ; official circles have likewise been wait- 
ing to see if their opponents had found any practical loophole 
in the existing Acts. This decision will have put an end to many 
secret hopes that must now be accepted as illusory, 
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Training of Nurses 


A second reading was given in the House of Lords this week 
to the Nurses Bill. This puts into effect some of the recom- 
mendations of the working party on nurses, which reported in 
September, 1947. The main object of the Bill is not so much to 
encourage recruiting > the nursing profession as to prevent the 
wastage of those who start but do not complete their training. 
So much has been written and said by the many inquirers into 
the causes of the shortage of nurses and about the conditions of 
student nurses that it is hardly necessary to recapitulate them. 
The main cause is the hospitals’ need to staff hospital wards, 
which means that student nurses have always been regarded as 
hospital employees rather than as students. In the last two OT 
three years, much has been done by administrative action to 
change the emphasis. Ward sisters have been asked to relieve 
junior nurses of much of their non-nursing work, and they are 
given more free time for working for their examinations. 

The new Bill takes the process a stage further. The General 
Nursing Council is to be reconstituted with a bigger educational 
representation. Standing nurses’ training committees will be 
set up in the different regions with the duty of advising hospital 
management committees on the preparation and carrying out of 
schemes of training. The General Nursing Council will, more- 
over, be given authority to sanction experimental training schemes 
—which will enable the many different theories about how 
intensive or extensive a nurse’s training should be to be tried out. 
Again, the finance of the training of nurses will be borne by the 
General Nursing Council, which means presumably that the 
Regional Hospital Boards will be relieved of the burden of student 
nurses’ salaries. The ultimate effect of this reform will not, 
however, be very far-reaching, since the cost will have to come 
from the taxpayer whatever the channel by which the money 
reaches the student nurse. 

All this is doubtless to the good, but it is worth pointing out 
that, in spite of all that has been done to improve the nurse's 
Jot in recent vears, there is still a shortage of about 46,000 trained 
nurses. It is today more difficult than it has ever been to get a 
patient into hospital. What is to be feared from the new Bill is 
that its immediate effect will be to make the shortage of nurses 
even worse. In the long term, if it succeeds in its object of pre- 
venting the wastage of nurses in training, it ought to bring great 
benefits to the hospital service. But the generally accepted policy 
of treating junior nurses as students rather than as employees may 
merely add, in the short term, to the hospitals’ staffing difficulties. 
Someone will have to do the work if more beds are not to be 
closed, and the burden formerly borne chiefly by the junior 
nurses will have to fall on someone else. 


* * * 


Slavs Against British Imperialism 


There are two significant points in the revelations of the 
former military attaché at the Polish embassy in Washington, 
General Modelski, who recently broke with his government and 
has appeared as a witness before the Congressional Committee 
en Un-American Activities. 

One is the instruction which he is said to have received from 
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the Polish War Minister, Marshal Zymceiski—“ We must do ‘aij 
we can to see that Britain is eliminated from the world.” Aj 

in theory, Communism is equally opposed to all capitalist ang 
imperialist governments. in practice the world munist move. 
ment has always shown greater hostility to Britain than to a 
other great power. Today, of course, Moscow sees jn the 
United States its most powerful rival; yet its antj- 
propaganda does not have the same emotional undertone which 
marks its denunciations of Britain. One reason for this js that 
Britain has the largest colonial empire ; another, that the view of 
this country as a land of supercilious lords—for so Jong popularised 
by German political writings—is still widely accepted, and is 
contrasted with the picture of the United States as a land of 
self-made pioneers, with a “frontier tradition” comparable with 
that of th®Russians in Siberia. 

Perhaps the main reason for Communist hatred of Britain jg 
the half-conscious allegiance to Tsarist foreign policy, taken over 
by the international movement when Russia became the father. 
Jand of all toilers. Whatever the reason, there is no doubt that 
the destruction of the British Commonwealth in its present form 
has a very high priority, perhaps the highest, in Soviet Policy 
Its urgency is increased rather than diminished in Moscow’s view 
as the Commonwealth is transformed from a colonial empire into 
a free association of nations. The general result of General 
Modelski’s revelations are a salutary reminder to those who think 
that Britain can “keep out of the Russo-American quarre].” 

The second interesting point is the part played by Panslay 
organisations outside the Soviet sphere as instruments of propa- 
ganda and espionage. According to Modelski, the Polish embassy 
has instructions to organise support among Americans of Polish 
descent. The same is done by the diplomatic representatives 
of Czechoslovakia and Bulgaria, and (at least until the Cominform. 
Tito quarrel) of Jugoslavia. The Panslav congresses which have 
been held from time to time in Seoviet-dominated countries have 
world-wide functions. There ave delegates from the United States 
British Dominions, and Latin America, who clearly recognise 
their duty to pursue the “ Slav cause ” in their adopied countries, 
These meetings recall the periodic congresses of Germans from 
abroad and from overseas which used to be held in the Third 
Reich in the ’30s. Though the majority of Slavs in the Westem 
and Southern hemispherés are loya) citizens of individual nations, 
it would be a mistake to underrate the use that might be made 
of Auslandsslawenium on lines followed by the Nazi boss, Boble, 
mn his organisation of Auslandsdeutschium. 


* * * 


A Cassandra on Housing 


Miss Marian Bowley is an acknowledged authority on 
housing. When she concludes an article in the International 
Labour Review on recent British housing policy with the ominous 
words : 


It seems probable that if no improvement in costs and 
productivity occurs, housing policy will break down under the 
burden of its own costs, as happened after the first World War 

—a judgment of quite different order from the assertions and 
counter assertions of the political parties. 

This is the result of a careful analysis of the changes in house- 
building costs and output since 1945 compared with those of the 
inter-war years. Miss Bowley rightly points out thai the formula- 
tion of a housing policy for Great Britain is far more difficult 
now than it was between 1920 and 1939. With a high level of 
unemployment in the inter-war period it was then possible to look 
at the housing situation more or Jess in isolation: more houses did 
not mean less coal, motor cars or textile goods: idle resources 
provided a much greater flexibility and independence in each 
industry. Now the position is quite different. To demand an 
additional 100,000 men for building means paying Paul by robbing 
Peter. In such a situation costs and productivity are watched 
jealously by all competitors for scarce resources. Miss Bowley’s 
solution is to cut the housing programme still more, so as 
reduce the strain on the industry, or to do the same thing by 
reducing the size and standard of houses to something nearer the 
prewar scale. By either of these means productivity could be 
increased, costs could be lowered, the average length of time for 
building each house reduced and the reputation of the industry 
as a greedy and wasteful devourer of men partially redeemed. 

Miss Bowley’s conclusions will be exceedingly unpopular: but 
some way of checking the present rising burden of housing costs 
must be feund before a violent upheaval occurs. At present 
current housing programme is designed only to make good th 
wastage of the war years and to keep pace with the increase @ 
the number of families. It does little to replace su 
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houses, many of which are very bad indeed, and some attempt 
be made before too long to relieve slum conditions. But to 
d the es L ngcteten at nae costs to meet this need 
be prohibitively expensive. Miss Bowley suggests that th 
ee sale is by the hard road of first oonachchion the ioduaiat 
to a more efficient size. The 1949 Economic White Paper gives 
ions of further pressure on Mr Bevan in this direction. But 
like Proteus he is exceedingly difficult to outwit, 


* * * 


Getting to Work 


An inquiry by the Gallup Poll into the time and money spent 
by workers of various occupations and grades in travelling between 
home and work, provides further evidence of an uncomfortable 
feature of modern living—the enormous wastage of leisure and of 
earnings in mere friction. Three-quarters of an hour a day is the 
average time thus lost—that is, on a five-day week, a total of three 
and three-quarter hours or nearly ten per cent of a forty-hour 
working week. The average clerical worker takes a full hour, 
and while no separate return is given for the professional or 
business suburbanite, an estimate which puts his average travelling 
time at something over two hours a day would probably not be 
far out. Travel of this kind, especially in the rush hour when it 
is almost by definition undertaken, is a good deal more strenuous 
and unpleasant than most forms of work. It is, moreover, dis- 
proportionately expensive, and attempts by railways and road 
transport to alleviate its physical miseries can only tend to make 
it still more so. 

The only comprehensive remedy is presumably to be looked 
for in the development of the self-contained small “new town” 
where home and werk may be found in easy juxtaposition, and the 
decline of the dormitory suburb and of the even less satisfactory 


Letters to 


Troubles in China 


Sir,—Some of the remarks in your issue of April 30th can 
cause nothing but pain and surprise to those who are in close 
touch with events in China anc who know the men responsible 
for guiding the British communities there. 

You quote an unnamed newspaper correspondent’s reference 
to British consular officials in Shanghai “ spreading optimism,” 
and you then proceed to say that these “ spreaders of optimism 
cannot escape their responsibility for the disaster which has 
occurred.” 

If it is a fault in the eyes of so responsible a journal as The 
Economist for a British Consul to spread optimism among his 
flock during times of danger and stress, we are indeed living in 
a new world. Nothing that the British Consul-General in 
Shanghai has said or done has in any sense conveyed that he 
did not regard the Chinese Communists as other than what they 
themselves profess to be, viz. anti-Imperialist Moscow Com- 
munists. But he certainly has done all he can to support the 
British community in their determination to stay where they are, 
and to see this thing through in the (perhaps optimistic) anticipa- 
tion that, once the dust of the civil war has settled, they will be 
able to pick up the threads of their lives and businesses, and 
carry on as best they can. Surely we cannot have too much of 
that kind of leadership and spreading of realistic confidence. 

In your notes you also argue that because “ the legal successor 
to the Head of the State to whom the British Ambassador pre- 
sented his credentials has gone elsewhere,” the British Ambassador 
should have been recalled. If it were to become a practice for 
our Ambassadors to be recalled whenever the Government of a 
State to which they are accredited is changed by sevolutionary 
action, our representatives in many countries would find them- 
selves leading a rather peripatetic existence. At any rate, so far 
as China is concerned, all experience shows that the best and 
Most practical thing the Ambassador can now do is to stay on 
the spot to keep contact with the de facto authorities, wherever 

y may be found, and give a lead to the British communities in 

until it can be seen what emerges from the present struggle. 
It is a wribute to the common sense and courage of Sir Ralph 
Stevenson that he is following this course—I am, Sir, yours 
faithfully, 


3, William Street House, S.W.1 Joun Scott 
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urban sprawl—whose inhabitants may easily suffer at once all 
the disadvantages of a dormitory-dweller’s remoteness and all the 
squalor of a great town’s industrial core. That remedy, how- 
ever, can hardly be operative before that long run in which 
“we are all dead.” Meanwhile, something could at least be 
done, even before the general easing of the housing shortage 
makes choice wider, to lessen the obstacles confronting those 
who try to lessen expense or fatigue by finding homes nearer 
their work. The recent directive of the Ministry of Health which 
required local authorities to stop discriminating against new- 
comers was a step in the right direction. Not many months ago 
two families had their tenancies terminated for the heinous offence 
of swapping prefabs, thereby saving each breadwinner a twenty- 
mile daily journey. The replacement of this kind of obstructive 
Bumbledon by active co-operation would not, presumably, greatly 
alter the Gallup Poll averages of time and expense, but every 
little helps, . 


Shorter Note 


Mr Strachey was his usual evasive self when answering 
questions in Parliament this week about eggs. The facts are that 
though there is an abundance of eggs in parts of the country 
and possibly in parts of London, his promises of virtually un- 
limited eggs for everyone—an allocation rising to four or five 
eggs a week and on top of that eggs off the ration and even sold 
to unregistered customers—have not been fulfilled. On his own 
showing the average allocation in’ April, which should be 
the peak month of production, was only 2.8 eggs a week. But he 
refused to explain the discrepancy between this amount and his 
own forecast; in fact, he refused to admit that there was any 
cause for people’s complaints. 


the Editor 


The Atom Bomb 


Sir,—Mr Bernard Shaw stated in a letter in last week’s edition 
of The Economist that, “War, like boxing, is perpetuated by 
Queensberry Rules.” If it were possible to fil! the Odeon in 
Leicester Square with survivors of the Rifles at Calais, the 
Chindits of Burma, the Commandos and Canadians of Dieppe, 
and the airborne forces of Arnhem and to repeat this remark, the 
uproar would be considerably louder than that caused by the 
statement in Pygmalion—but it would not be so good humoured! 

Mr Shaw asserts that, “ Gas was tacitly ruled out in the 1939-45 
war because it proved as dangerous to its users as to its victims.” 
The only reason that gas was not used was because it was to the 
advantage of neither side to use it. If, in 1945, the German 
forces had held the Rhine and stopped further advances from the 
east, it would have been to the Allies’ advantage to subject Berlin 
to gas-spraying, with little risk of retaliation, and this they would 
probably have done. 

Mr Shaw continues just as dogmatically that “the atom bomb 
will, therefore, be. ruled out in the next war.” . If, in the next 
war, the atom bomb can be used materially for the benefit of one 
side, then it will be so used, without a shadow of doubt.—Yours 
faithfully, A. GERVASE SMITH 

Charlwood Park Farmhouse, Chariwood Road, Horley, Surrey 


Ulster and Eire 


Str,—If a fellow-Irishman and fellow-Ulsterman may be 
permitted to break a friendly shillelagh with Mr Denis Ireland, 
may I say that the “clash of civilisations ” to which he refers in 
his letter published in The Economist of April 16th is surely 
mythical ? The clash is one of loyalties, not of civilisations. 

With the signing of the Anglo-Irish treaty, well-wishers of 
Ireland hoped that the unhappy Irish quarrel was ended. That 
Eire has diverged from the Commonwealth (a divergence just as 
worthy of the name “ partition” as the separation from Eire of 
the Six Counties) is due to the deplorable lack of statesmanship 
shown for the last quarter of a century by Eire’s political leaders, 
a deficiency only equalled by their lack of a sense of humour. The 
latter is unfortunately a characteristic of both sides in the Irish 
squabble ; but nothing coming from the Belfast side of the border 
surpasses the devastating silliness of some of the utterances of 
Eire’s politicians, especially when aimed at the American public. 
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Fire has just rejected fedcration within the Commonwealth. 
Can she deny to the Six Counties the right to reject federation 
within the Irich Third Republic ?—Yours faithfully, 

Buenos Aires AnprEW F, McELVAINE 


S1R,.—With reference to the letter from Senator Denis Ireland, 
it is true that the Eire Government has offered to make Northern 
Ireland a federal portion of a United Irish State, but there has 
not been an Irish Government in the past thirty years that has not 
repudiated the agreements made by its predecessors. On this 


- vital question the Ulster Protestants are not taking chances, as 


the recent General Election conclusively proved. Moreover, 
enjoying as they do the proud distinction of being part of the 
British Commonwealth of Nations, why in the name of sanity 
should they exchange this enviable status for a parochial associa- 
tion with a weird assortment of rustics ? 

The military falsehood that Ireland cannot be properly defended 
while partition lasts is revealed by the co-ordination of defence 
in Holland, Belgium and the other small states of Western Union. 
As to being a military asset to Great Britain and the United States, 
we have Mr De Valera’s authority that even a United Ireland 
would have remained neutral. 

Ireland has been more peaceful in the past fifteen years than at 
any time within living memory. The explanation is simple. The 
majority in each area is getting the government and forming the 
associations which it desires. Some propagandists prefer a clash 
of civilisations, which in Ireland, as history shows, in synonymous 
with civil strife and bloodshed—surely an unhappy alternative 
to the present peace and good government.—Yours faithfully, 

Bangor, Co. Down ALBERT E. BURNS 


Horticulture 


S1r,—In fairness to growers of horticultural produce, I should 
point out that British producers have not “gone on expanding 
their vegetable acreage over and above the increased wartime 
level without definite encouragement from the Government to do 
so,” as you suggested in a recent note. On the contrary, this 
encouragement has been repeated ever since the end of the war. 
We daily read official exhortations for greater production from 
all branches of agriculture. But it was left to Lord Selborne, 
speaking recently in the House of Lords, to point out that 
whereas the Minister of Agriculture had declared on March 5th 
that his policy was “to maintain the vegetable acreage at its 
present level,” his junior, Mr George Brown, had stated on 
April 14th that this policy was “to maintain the acreage at its 
wartime level,” which is a very different matter. 

One of the industry’s principal troubles is not so much the 
incursion of farmers into horticulture, nor yet Mr Strachey’s 
policy of cheap food from abroad sometimes at the expense of 
home producers ; it is the now notorious absence of unanimity 
between the Ministries of Agriculture and Food who, pursuing 
conflicting policies, show that the Government has really no 
policy at all for the horticultural industry.—Yours faithfully, 

MontaGue V. KEEN, Editor, 
Fruit Trades’ Journal 


Dollar Loophole in Wool 


Sirn,—In replying to Mr Wardrop, who gallantly defends the 
Dutch traders accused of dubious currency practices, you suggest 
that Holland in this way is not playing the IMF game. Please 
allow me to object to this suggestion. 

In the first place, it is evident from your examples that the 
trader’s country is quite immaterial in these transactions, provided 
he has some transferable sterling to start with. There appears to 
be nothing, in fact, to prevent the Australians from carrying out 
such deals themselves, thus keepmg the coveted profits at home, 
if only they are prepared to take an initial loss on the wool trans- 
action. Since no waffic in black currencies is involved, I fail to 
see how this trade can be against IMF regulations. 

Secondly, these deals are an almost indispensable part in inter- 
national trade according to Bretton Woods theory. Exchange- 
tates being pegged, the desired equilibrium can only be brought 
about by movements in prices, incomes and availabilities (of scarce 
goods) since the levels fixed are always more or less arbitrary. 
Such movements are most obviously occasioned by barter trans- 
actions of the type you condemn. In your example (American 
sugar sold to Norway against sterling) the operator, by making 
sugar less available in the US and more so im sterling countries, is 
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bringing the real sterling-dollar rate nearer to the nominal one of 
$4.03 to the £. If the sugar would have to be paid for in dollars 
it might not have been bought at all. Without similar deals inter. 
national economic equilibrium would be even more distant than 
it is now.—Yours faithfully, H. Houtnaxxer 

Herengracht 417, Amsterdam 

{What prevents the Australians from carrying out such deals them. 
selves is the obligation put on them to hand over any dollars they earn 
to their own authorities and receive Australian pounds in exchange at 
the official rate. The operations tolerated and encouraged by the Dutch 
authorities underline the organised structure of exchange rates agreed 
by the members of the IMF. The cloak of commodity transactions jg 
a very thin veil for exchange operations at rates which differ from 
— yaa the members of the IMF have undertaken to uphold — 

DITOR. 


Life Annuities and Taxation 


Sir,—In The Economist of April 16th you refer in a note to Life 
Annuities and Taxation. I think that there is something to be 
said for the practice which the Inland Revenue has always adopted 
of taxing the full annual payment. 

When a person purchases an annuity certain—which is merely 
a contract to return capital with interest over a certain period of 
years—only the interest portion of each annual payment is subject 
to taxation ; but an annuity certain is essentially a different type of 
contract from an annuity payable for the whole of life. In the 
latter case it seems to me that the view may be sustained that 
the purchaser of a life annuity transmutes capital into income 
and that the income is a proper subject for taxation. The tax, 
after all, is an “income” tax and not an “interest” tax. The 
position is clear if we consider the case of a person who spends 
£1,000 in the purchase of an annuity certain and another {£1,000 
in the purchase of an immediate life annuity. Should this person 
die before having received any payments under either contract, 
then the present value of the future annual payments under the 
annuity certain will *e brought into his estate and will be subject 
to Estate Duty, whereas under the life annuity no Estate Duty 
is payable, since there is no capital left in the estate. Is it 
reasonable to expect the Inland Revenue to regard the capital 
as being in existence for the purpose of avoiding income tax, 
when it is in fact not available for assessment to Estate Duty ?— 
Yours faithfully, ANDREW R. Davipson 

3 George Street, Edinburgh 


Churchill in America 


Sm,—Mr Churchill’s inspiring address made in Boston on 


March 31st appears to contain certain historical inaccuracies, 
Mr Churchill said: 


Four or five hundred years ago Europe seemed about to be con- 
quered by the Mongols. Two great battles were fought almost on 
the same day near Vienna and in Poland. In both of these the 
chivalry and armed power of Europe was completely shattered by 
the Asiatic hordes—mounted archers It seemed that nothing could 
avert the doom of the famous continent from which modern civilisa 
tion and culture have spread throughout the world. But at the 
critical moment something happened—the great Khan died. 

The succession was vacant and the Mongol armies and theif 
leaders trooped back on their ponies across the 7,000 miles which 
separated them from their capital in order to choose a successof, 
They never returned till now. 

It seems that Mr Churchill mistakenly identified two different 
evenis and placed them vaguely “ four or five hundred years ago”: 
the battle of Lignica (Lignitz) which took place in Silesia (Poland) 
in the year 1241 and the battle of Vienna (Austria) of 1683. The 
battle of Lignica marked the westernmost advance of the Tartars 
who suffered heavy losses and which occurred at the time when 
the news of the dispute over the throne of the “ great Khan” 
reached their ranks. Saying, “ they never returned. . . .” is also 
not correct; there were dozens of Tartar invasions after the 
Lignica batie. 

The battle of Vienna, on the other hand, involved not the 
Tartars but the Ottoman Turks when the combined Polish- 
Ausirian forces defeated the Turkish armies besieging the 
Danubian capital. It is true it proved to be the last major 
Turkish invasion ; but if “they never returned” it was because 
they were soundly beaten. Thus, it seems, Mr Churchill com 
fused the Turks with the Tartars, the events of the XIII century 
with those of the XVII and placed them vaguely together “fout 
or five hundted years ago” that is either in the XV or the 
XVI century.—Yours faithfully, M. K. Dz1ewanowsk! 


9 Oxford Sireet, Cambridge, Mass., USA 
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AMERICAN SURVEY 





The Tide Against Isolation 


(From Our “American Staff) 


T remains to be proven that there is any connection between 
| Russia’s apparent willingness to lift the Berlin blockade 
and the Senate hearings on the Atlantic Pact. Yet, given the 
Senate’s traditional attitude toward “ entangling alliances ” and 
Russia’s evident desire to keep the Pact from going into opera- 
tion, what could seem simpler than to invoke the first in order 
to accomplish the second. Even a Muscovite with a predilec- 
tion for frozen faces might reason that this is a moment for a 
pring thaw. Replacing frowns with smiles would, or so the 
agument might run, lift fear from the hearts of innocent 
Senators who, sagging happily back into their normal isola- 
tionism, would then refuse to ratify the Pact and thus save 
Russia from the difficulties which an Atlantic alliance could 
create for her. If this is the plan, its authors had reason to be 
cheered by the comments of certain Senators when the new 
rumours about the Berlin blockade were first announced. The 
final success of the maneeuvre is less certain. It rests on two 
assumptions—first, that the traditional suspicion of foreign 
alliances still persists, and second, that isolationism is, in fact, 
the normal American attitude. 

The activity of the United States in international affairs since 
the end of the war makes the first of these contentions at least 
debatable ; the second is even more doubtful. That the Senate 
views the Atlantic Pact with less than unanimous enthusiasm is 
due only in part to the fact that the American body politic, and 
especially that portion of it personified in the Senators, always 
carries in its system the germs of a latent isolationism, There 
ae many other reasons, and some of them are of more imme- 
diate importance. Moreover, those germs flare into a fever only 
under favourable circumstances such as prevailed during the 
nineteen thirties. It is by no means sure that Russia can arouse 
them for her own purposes in 1949. Ten years ago, fear and 
confusion did the work, but the confusion has, to some extent, 
been dispelled by Russia’s own activities, while fear has brought 
about a very different set of reactions, some of them so firmly 
established that it would take a major shift in public opinion 
to dislodge them. 

The plain fact is, as was observed last week, that the old- 
fashioned type of isolationism, represented by the seven Sena- 
torial die-hards who voted against the ECA appropriations, is 
hardly more popular than would be suggested by the smallness 
of that minority. The current of public opinion which sup- 
ported it in the nineteen thirties began to turn in 1940, and, 
except in certain sheltered corners, has been running against it 
ever Since. To attribute the decline of isolationism merely to a 
fear of Russia which has impelled the United States to adopt an 
internationalism foreign to its past is to misunderstand both that 
past and the present. ° ee 

Even during the nineteen thirties American isolationism was 
hot entirely what it seemed. It is true that the outward aspects 
ot the ailment were alarming, and that it affected the country 
like a shaking ague, but even with the fever at its height a 

core of citizens refused to shiver. At the very moment 
when the Neutrality Act seemed to bar international co-opera- 
tion, Mr Hull was busy with his trade agreements, men in 
our and industry were taking part in the work of the Inter- 
tational Labour Office at Geneva, the government was co- 
ing with technical committees of the League of Nations 
ering the Good Neighbour policy in Latin America. 

4 government manual the list of international agencies to 

ch official support was given filled a page of fine type. 
_ since 1940, the links with other countries represented by 
associations, conferences and agreements have increased 


enormously. Their first great proliferation came, of course, 
during the war, when Britain and the United States, sometimes 
a deux and sometimes with other allies, sat down at so many 
conference tables. Some of those wartime bodies have been 
dissolved, but the difficulty of making the peace for which they 
worked has brought new ones into being. The proceedings of 
the more prominent, the Council of Foreign Ministers, the Allied 
Control Council, and the United Nations, with the wrangles 
attendant on its growth and frustration, have been reported 
to the world, but the manner of reporting has been such as to 
make the underlying fabric of international relationships seem 
less solid than it is. Thus the Truman Plan, the Marshall Plan, 
and the ECA, have each been announced as “ the first step,” 
and the inference has been clear that if this “ first step ” failed, 


the infant of international co-operation might never leara to 
walk 
+ 


Meanwhile, however, there has been a steady growth in the 
more “quiet and unspectacular agencies” of international 
administration praised by the late Chairman of the House Com- 
mittee On Foreign Affairs. With Mr Bloom’s encouragement, 
the State Department published in 1946 a three hundred page 
study of the more than 300 international agencies in which the 
United States then took part. It was in substance an expansion 
of that one-page list in fine type which satisfied the curious in 
1940, and it aimed to be a handbook presenting “ the variety 
of forms that international co-operation may take today.” Of 
these organisations, perhaps two hundred are now active ; taken 
together with the voluntary and non-governmental organisa- 
tions in which so many Americans are interested, they show to 
what extent the pattern of co-operation between countries, 
shattered by the first World War, and never entirely restored 
between the wars, has been rebuilt, and the part which the 
United States is playing in the rebuilding. The structure is 
still weak, and in many places lop-sided, but hardly for want 
of American enthusiasm. 

The web of voluntary organisations which stands behind 
this official structure is, given their importance in American 
life, hardly Jess impressive. The International Chamber of 
Commerce (whose American Council has just expressed interest 
in undeveloped areas), the American Federation of Labour 
(international in that it has branches in Canada and Mexico), 
the Inter-Parliamentary Union, the International Bar Associa- 
tion, the World Power Conference and nearly a hundred others, 
touch most subjects of present interest. Their representatives 
discuss trade, industry and religion ; law, science and -human 
rights ; journalism and sociology ; students, temperance and the 
theatre ; drugs and the white slave traffic ; they meet to exchange 
techniques and ideas, they go home to urge action. 

Before the war such international groups had little standing 
in government circles. Some of them sent observers to sessions 
of the League of Nations, but with little result. When the plans 
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for the United Nations began to take shape, the American habit 
of citizen initiative asserted itself, and the Department of State 
was persuaded to appoint representatives of 35 national 
cerganisations to act as advisers to the official delegation of the 
United States at the San Francisco conference. Out of con- 
versations among these national consultants, who represented 
public opinion and kept their sectors of the public informed as 
to what was going on, arose the conviction that similar groups 
on the international level might have similar value for the new 
international organism. The Economic and Social Council was 
therefore given the power of granting them a semi-official 
status, and some 80 groups, most of them with branches in the 
United States, are now affiliated on this basis. 

The importance of these international links in unofficial 
quarters is far greater than it may sound. The government has 
fostered them by a steady policy of encouraging responsible 
citizens to go and see what has been happening since the war 
ended in Europe and the Far East. Not only have many Senators 
and Representatives gone sight-seeing, but professors are sent 
as consultants, representatives of women’s organisations go to 
teach German and Italian women the elements of democracy, 
guardians of civil liberty go to satisfy themselves that General 
MacArthur is just to the Japanese. They see the airlift, the ruins 
and the Shinto temples, and they all make speeches when they 
come home. 

The result is that a surprising proportion of the citizens in 
whom, after all, American sovereignty does rest, feel a personal 
interest in the present policy of responsible expansion. The 
importance of this is frequently overlooked by people who 
gssume that isolationism comes naturally to Americans, and 
that the country has been pushed into its present policies against 
its will. The current of public opinion, set in motion by many 
individuals seems set toward strengthening the part the United 
States plays in international affairs. The ratification of the 
Auantic Pact provides the latest test of its ability to overcome 
Senatorial reluctance and resist Russian blandishments. 


Puerto Rican Prospects 


[FROM A SPECIAL CORRESPONDENT] 


Puerto Rico provides an example of a backward and poverty- 
stricken people trying consciously, and with intelligence and 
courage, to lift itself by its own bootstraps. The island, seized 
from Spain in 1898, is, and probably must always be, an 
economic dependency of the United States. But it has now 
achieved virtual governmental autonomy, and with it, a solution 
may be in sight to the perennial problem of Puerto Rico’s 
political relationship to the United States. Sr Mufioz Marin, 
who is the first elected Governor of the island, has set his face 
resolutely against independence. He sees that any such “ solu- 
tion ” would be unthinkable from the economic standpoint. 

Puerto Rico’s problems are typical of the Caribbean coun- 
tries: overpopulation, poor soil, dependence on one crop, 
sugar, and lack of raw materials, against a background of 
poverty, illiteracy, and dependence. The United States tariff 
walls are the salyation, and subsidies the life blood, of the island. 
Their removal would mean an immediate drop of 20 per cent 
in the Puerto Rican income. Statehood would, for the same 
reason, be out of the question. Under the present arrangement, 
it may be argued that the island gets the best of both worlds. 
It has the protection of the United States tariff, and preferen- 
tial treatment for its sugar in the United States market. An 
astonishingly large percentage of the island’s income is derived, 
directly or indirectly, from Federal sources, and at the same 
time, to all intents and purposes, it has self-government as far as 
internal affairs go. Puerto Rico has little to complain of on 
this score, and Sr Mufioz knows it. 

The difficulty is to ensure that the rest of the population 
knows it too. For the moment all is well. Sr Munoz is now in 
a very strong position, and while he is in control there will be 
no deviations. He is the popularly elected governor, and the 
head of the Populares party, which controls, overwhelmingly, 
both houses of the legislature. He is the idol of the people— 
particularly of the peasantry. His hold over the urban workers 
is less strong. He knows less about them, has less sympathy 
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with their needs and aspirations, and gets Correspondingly less 
support from their ranks. This may one day be his undoing 
particularly if thi group increases greatly as a result of the 
industrialisation programme. 

There are other elements of weakness in his position, He 
was, himself, originally, an Independista. Many of his present 
followers are still Independistas at heart. Sr Munoz Probably js 
himself. But the burden of his mauguration speech on January 
Ist was that, while colonialism was dead, nationalism was 
dying, and Puerto Rico should not struggle to convert the 
Nevertheless many follow 
Sr Mujiioz now, in the confident belief that ultimately, when 
the time is ripe, he will again come out for independence, The 
time will never be ripe. But they may get tired of waiti 
There is also the more immediate danger that one result of the 
decisive defeat of the official Independence Party at the polls last 
November may be to drive the young and disgruntled into the 
Nationalist camp. This is a small, fanatical group, led 
Sr Albizu Campos, which refuses to recognise the legality of 
the United States occupation of Puerto Rico in 1898, and 
regards Puerto Rico as “ at war” with the United States. 

Another possible chink in the Mufioz armour may be found 
by the left wing. The Populares of the early days were markedly 
socialist in their programme. Big business and big landowners 
were equally suspect. They believed that the state should own 
and operate the big public utilities ; and the peasants should own 
the land. These views have been considerably modified in 
Sr Mufioz’s present thinking, if they have not been eliminated 
altogether. To him the great thing is to attract American capital 
and industry, in order to diversify the old, dead-end sugar 
economy. But this means that private enterprise must be given 
an even better deal than it gets in the continental United States. 
There are elements in the Populares Party which would prefer 
an honourable agricultural poverty, to what they regard as a 
second sell-out to American capitalists. On the issue of 
socialism, Sr Mufioz probably stands midway between the 
Puerto Rican left-wing group and the American industrialists 
whom he is now wooing. He is passionately convinced of 
the necessity of private property—even when property rights 
have to be modified, as in the case of the land. The kind 
of compromise he is prepared to make is well exemplified by the 
Proportional Profit Farms scheme—a typical Mufioz device. 

On these farms, each of 100 to §00 acres, teams of labourers 
work under a manager, who is a qualified farmer appointed by 
the Land Authority, a government agency. The manager and 
the workers all receive a proportion of the profits of the farm, 
in addition to their wages. And each labourer has a plot of 
one to three acres of land on the farm, of which he is the abso 
lute owner, and on which he can build his house and grow his 
own subsistence crops. So far, some §8 of these farms have 
been established. And, as more land is taken over by the Land 
Authority from the big corporations, more will be set up, The 
existing ones are almost all in sugar cane, although a start has 
been made with a ner farm. The indications are that the 
scheme is working remarkably well. 


* 


Every effort to put Puerto Rico on its feet, however, threatens 
to be swamped by the population problem. It was one million 
at the time of the American occupation. It is now well over two 
million, At the present rate of increase, it will reach three mil 
lion by 1960. The total number of workers goes on mcreasing, 
faster than the job opportunities. This process, if it contunues, 
can wreck all the valiant efforts now being made to raise the 
standard of living. Aside from industrialisation and land 
refortn there are two other ible solutions, emigration 
birth-control. For the first, the United States is, partly because 
all Puerto Ricans possess “American citizenship, the 
opening. But this raises the problem of the colour bar. Almost 
all Puerto Ricans are, or appear to American eyes to be, 
coloured. The Puerto Ricans, however, are a proud 
they resent being treated as second-class citizens. Then th 
is the language difficulry—most Puerto Ricans know very litle 
English. i 

However, there is a Puerto Rican colony of 230,000 in the 
Harlem area of New York City, making it the largest Puerto 
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Rican city in the world. And groups of Puerto Rican labourers 
ing under contract in various parts of the United States. 
It seems as if this kind of group contract labour, started in the 
gar years, might well be extended. Some attempt is also being 
made to train Puerto Rican girls as domestics. In this field, 
would probably be jobs available for as many as cared to 
some. But, by and large, the Puerto Rican emigrants have not 
wken root. The majority stay for a few years, make a little 
money, and then return home. A serious recession might 
convert this homeward trickle into a flood, for, as unskilled 
jabourers, Puerto Ricans would be among the first to lose 
thei jobs. . 

There remains birth-control. Some people would like to see 
it introduced deliberately, as an organised programme, to curb 
the evil of excessive population growth, with all its discouraging 
consequences in the way of poverty, disease, illiteracy and un- 
employment. But here, too, the obstacles are formidable. The 
Puerto Ricans are Catholic, and, though the local clergy are 
peither particularly powerful, nor at all strict by normal Catholic 
standards, an element _of stiffening has recently been introduced 
in the shape of the American Bishops in San Juan and Ponce. 
Itis certain that Catholic opinion in the States would be implac- 
ably opposed to any such experiment. In any case, the chances 
of success would seem very doubtful. The Puerto Ricans are a 
primitive people, living largely out of reach of medical assistance, 
and lacking even the most elementary toilet and washing facili- 
ties in their houses. However, experiments are being made, 
quietly, among small groups. 


American Notes 
Taft-Hartley Reprieved 


A coalition of Republicans and Southern Democrats, similar 
to that which defeated Mr Truman over the rules of debate in 
the Senate, has inflicted a more unexpected and. much more 
damaging defeat in the House. In the vote on the labour law, the 
coalition deieated by 211-183 the Administration Bill which would 
have repealed the Taft-Hartiey Act and revived, in the main, the 
provisions of the Wagner Act; it swept on to pass, by 217-203, 
the Wood Bill, which, while nominally repealing the Taft-Hartley 
Act, retains most of its restrictions on labour. The Administra- 
tion forces, playing for time, just managed to scrape together 
enough votes to recommit the Wood Bill to committee, in the 
desperate hope that the Senate may offer a more acceptable sub- 
stitute. But for the moment, at least, the Taft-Hartley Act has 
been reprieved. 

One of the strange results of the election was to return to office 
a President who had made the repeal of the Taft-Hartley Act 
the keystone of his whole campaign, but to saddle him, in both 
Houses of Congress, with majorities who had either voted for 
the Taft-Hatley Act or had announced their support for it. The 
has now refused to follow the election returns, or, at least, 
ithas preferred its own mandate to that of the President. 

But if Mr Truman’s hand lacked some of the aces, he has also 
played it badly. Knowing the strength of the opposition, in his 
own party, as well as among the Republicans, it was a mistake 
© ty to ram down the throat of Congress a Bill which removed 
Vittually all restrictions upon labour and left the public at the 
mercy of any ruthless union leader. This-was the kind of mistake 

Truman made when, at the height of the Senate debate, he 
came Out in favour of majority closure, a volley which sank his 
own ship. In both cases, the President disregarded the advice 
of his own party leaders in Congress ; when Mr Rayburn made 
his last minute attempt to save the Administration’s labour Bill, 
he had to admit that the most important concession he offered— 

Tetention of the right to seek injunctions against strikes which 

the national welfare—had not been approved by the 


President. The labour leaders have been equally obstinate and 
short-sighted, 


* 


Nor has Mr Truman been precisely happy in his wooing of 
doubtful Democrats who held the balance of power, and 62 
Whom voted with the Republicans to the bitter end. His threat 
; withhold patronage favours if they did not toe the Administra- 
on line, while a legitimate use of one of the President’s most 
ve weapons, need not have been shouted from the, house- 
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tops. The waverers might have taken a hint; they did not relish 
the open suggestion that they were willing to sell their votes 
for jobs. The hope that the Senate may be induced to write a 
labour Bill closer to the President’s desire is a slender one. The 
Senaie contains 54 members who voted to override Mr Truman’s 
veto of the Taft-Hartley Act, and only 28 who supported it ; the 
majority will take new courage—and not over labour legislation 
alone—from the successful revolt in the House, which up to now 
has been the more docile of the two. 

_ The realisation that the choice now seems to lie between con- 
uinuing the Taft-Hartley Act and a limited modification of its 
terms will come as a bitter blow to the unions, which had hoped 
that the new stiffening of management against their spring wage 
demands might have been offset by a return of many of the 
privileges they enjoyed under the Wagner Act. Mr Truman’s 
inability to carry out his promises will also disillusion those who 
have believed the Democratic party could be made the instrument 
of progress. Whether Mr Truman’s defeat is really a Republican 
victory depends on the temperateness with which the Senate 
exploits it; but it is far from certain that the salvaging of the 
Taft-Hartley Act will make an effective rallying-cry in 1950. The 
unions, already gunning for Senator Taft, are certain to redouble 
their political efforts after this warning that the election of a 
President is not enough. 


* * * 


Against Deflation 


With the decision, taken last week, to reduce reserve require- 
ments (or to raise the free cash reserves) of the commercial banks 
by $1 billion, the monetary policy of the Federal Reserve Board 
has now completely reversed the mildly restrictive. steps taken 
over the past three years. Restrictions on retail credits. were first 
eased in March, and margin requirements for stock market trans- 
actions were reduced a week or two later when Mr Marriner 
Eccles, as spokesman for the Federal Reserve Board, gave the 
first official admission that “deflation is more imminent than 
inflation ” and that the United States had been facing “ recession 
for several months.” 

Terms for retail credits were eased again last week. But the 
subsequent reduction in reserve requirements ranks as the firs! 
broadly expansionist move. (It is, in fact, the first general 
relaxation of reserve requirements since 1941.) As such, it con- 
trasts rather sharply with the comments made by Mr Eccles only 
a few weeks ago. 

At that time, with the announcement of lower margins for 
stock market transactions, Mr Eccles said that it would not be 
an easy task to stabilise the economy at present levels, and that 
the government would hold in reserve “ other cushions and props ” 
available in order to use them at the proper time. The new 
decision to pump credit into the economy is a surprisingly sudden 
sequel to those comments. 

In part, the decision may follow from political reasons. Pro- 
posals for the renewal of emergency powers (which lapse on 
June 30th) have so far made heavy weather in Congress, and the 
Reserve Board was faced with a situation in which free bank 
reserves could rise automatically by $2 billion (or double the 
amount now released) within a few weeks. Such a rise would 
bring heavy technical problems for the money market, whereas 
the step now taken gives the banks time in which to adjust them- 
selves to new conditions. Simultaneously, it assures Congress 
that the FRB is willing to relax controls whenever conditions 
permit. The initial response from Congress has been satis- 
factory enough, with Senator Maybank, chairman of the Banking 
Committee (and a persistent opponent of controls), admitting 
that there is some need for a renewal of emergency powers, 

Such a major change in the direction of credit policy, however, 
cannot follow from political motives alone. It was made after 
consultation with the Council of Economic Advisers, and it 
certainly marks a full recognition that the continuing falls in 
production and prices have reached a point where broad official 
support can be given without the fear of provoking unhealthy 
stimulation—the prevalent fedr only a few weeks ago. There is 
no present, pressure on banking resources. Reserves have been 
maintained at comfortable levels, and with loans falling by as much 
as $1.5 billion since the turn of the year—an extremely sharp 
deflation—the main concern of the banks das been to find profit- 
able outlets for funds. The resultant buying pressure on the 
market for Tregsury Bonds will provide an inverse measure of 
the Reserve Board’s power to check this decline by an expansion 
of bank credit. In business circles, there is no present disposition 
to believe that this move can preclude further adjustments. 
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Politicians in the Sick-Reom 


The shrill war cries of “Socialism” and “ state medicine” 
hurled indiscriminately at the President’s health insurance pro- 
posals by his critics and at rival measures by his supporters give 
2 misleading impression that the battle over the nation’s health 
has finally been joined. With the Senate already far behind in 
the adjournment stakes, even Senator Thomas, chairman of the 
Labour and Public Welfare Committee, does not believe that the 
health insurance programme will be seriously tackled until the 
next session, beginning in January, 1950 ; while Senator Taft is 
cynical enough to suspect that the Administration, knowing Its 
own Bill is doomed to defeat, will rurn thumbs down on any 
substitute measure, preferring to preserve the whole issue for 
the 1950 elections. Senator Taft, long a supporter of cautious 
welfare experiments too bold for many members of his own party, 
and likely to be severely challenged in his bid for re-election next 
year, is also aware of the political realities. He recently electrified 
a Republican policy conference by declaring that blind opposition 
to new welfare proposals would mean political suicide for a party 
already in a fragile state of health. 

Rival Bills defining the role the Federal Government should 
play in improving the nation’s health have been presented to 
Congress regularly since 1945, when Mr Roosevelt made a com- 
prehensive health programme a cardinal point in his Economic 
Bill of Rights. The, bitter disagreement over compulsory insur- 
ance—and the prominence given it by Mr Truman—have obscured 
the measure of agreement which already exists and is growing. 
There is no question—even from the American Medical Associa- 
tion, which in its social outlook is at least a generation behind 
its British counterpart—that Federal funds are needed to bring 
the medical resources of the poorer states nearer the level of the 
wealthier ones, to encourage doctors to practise in more isolated 
and impoverished regions, to expand medical schools and nurses’ 
training, and to bring adequate medical care within the reach 
of those who cannot meet its whole cost. Both the President’s 
proposals (in a Bill introduced by Senator Murray) and the Taft- 
Smith-Donnell Bill thus provide for subsidies to medical schools, 
medical scholarships, state payments to doctors who practise in 
poorer districts, and increases in the present Federal grants for 
hospital construction, and the general health services carried on by 
the states. These steps are not only, in the main, non-controversial, 
but also basic to any expansion of medical care. If both the 
Administration and the opposition insist upon passing their com- 
prehensive—and controversial—health programmes, doctors will 
go untrained and hospitals unbuilt while politicians wrangle in 
the national sick-room. 


* * * 


Dr Truman and Dr Taft 


The controversy is between those who believe, with the 
President, that health insurance on a compulsory, Federal, basis 
would prove an enduring and profitable investment in health, 
and those who argue, with Senator Taft and the American Medical 
Association, that the chief responsibility for health should be 
left to the states, with the Federal government relying on 
the traditional grants-in-aid technique to ensure that no 
one goes without adequate medical care because of its cost. 
The President proposes a health insurance scheme on the pattern 
of old-age insurance, financed by payroll taxes, probably at the 
rate of 3 per cent on the first $4,800 of income, half to be 
deducted from wages or salaries, half to be paid by the employer. 
These taxes, it is calculated, would produce about $4.5 billion a 
year ; another $1.5 billion appropriated from the Treasury would 
bring the total available revenue to about $6 billion a year. 
Doctors and hospitals might come in or stay out of the scheme ; 
Goctors in each locality would choose their method of payment, 
by salary, by number of patients, by fee, or a combination of these. 
Hospitals and doctors could participate fully or only in part; 
patients would be given full freedom of choice and local com- 
mittees would run the system under Federal supervision. In Mr 
‘Truman’s view, a nation already spending $9 billion a year for 
medical care would obtain not only fairer distribution of its health 
services. but better value for its money. 

The Taft Bill is much more modest ; it would grant $1.25 billion 
io the states over five years on a matching basis, with the poorer 
states required to find, for their health programmes, $1 for each 
$3 of Federal funds, and the more prosperous $2 for each $1 
received from Washington. The states would then be required 
io make hospital and medical services available to ell those unable 
to pay for them. One method proposed is that the states should 
pay premiums, on account of the unemployed and the needy, 
to the very large non-profit voluntary hospital and medical 
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insurance plans—organisations which the American Medical 
Association, threatened with compulsory health insurance, has 
decided constitute the lesser of two evils. 

Such a scheme, to the President and his supporters, is noth; 
more than a “medical dole” quite incapable of providing qj 
Americans with adequate medical care. They believe medical 
car* today has become so costly as to be beyond the reach of 
all except those in the top income brackets. But the Taft pre- 
scription has attractions not only for the liberal Republicans bur 
also for many Democrats ; an even narrower scheme already has 
bi-partisan backing from Senator Hill and Senator Morse. A 
new, incalculable, and perhaps uncontrollable health insurance 
scheme alarms many who feel, with Mr Hoover, that the financial 
burdens of the cold war permit no large-scale expansion of SOcial 
security. The doctors argue, more feverishly, that such a “ scour 
imported from the Old World” would undermine the standards 
of the New; the nightmare of a medical bureaucracy disturbs 
the rest of the Daughters of the American Revolution. To the 
dismay of Mr Truman’s supporters, three large Roman Catholic 
welfare organisations have declared that compulsory insurance 
would create an undesirable “ state monopoly” in medicine. ff 
the Eighty-First Congress is to swallow either draught, it is likely 
to find Senator Taft’s less bitter. 


Shorter Notes 


More than local interest will attach to the New York by-election 
on May 17th which is caused by the death in March of Repre- 
sentative Sol Bloom, a Democrat. Mr Franklin D. Roosevelt it. 
the third son of the late President, has been adopted by the 
anti-Communist Liberal party to fight the election againg q 
Tammany Democrat, a Republican and an American Labour party 
candidate. Mr Roosevelt, who was turned down by the local 
Democratic machine is known to have serious political ambitions 
and he is supported by distinguished Democrats outside the con- 
stituency ; he has announced that, if elected, he will oppose all 
reactionary elements in Congress. 

* 


The Civil Aeronautics Board has recognised the need for some 
scheduled freight airlines and has granted CAB certificates for 
five years to four independent air cargo companies. One will 
be confined to the state of Texas, another will operate east of 
the Mississippi and two will fly transcontinental routes. The 
fortunate four, who were chosen from among the more successful 
firms, all of whom are post-war enterprises, will be able in future 
to advertise their schedules and negotiate contracts in com- 
petition with other common cariiers and with the regular pas- 
senger airlines which also carry freight. The latter, however, 
will still have the advantage of subsidies. The CAB estimated 
recently that by 1955 United States airlines. even at the present 
high rates, may be carrying around a million tons of freight 
annually. Most of the goods carried by air are flowers, clothes 
and parts of machinery. 


The new Secretary of Defence has appointed Mr James Evans, 
a Negro civilian, to be his adviser on race relations. One of the 
first steps Mr Johnson has taken has been to request each branch 
of the armed services to report on what they have done since 
last summer to comply with the President’s order forbidding 
segregation and discrimination. Mr Johnson evidently wants 1 
see that a uniform practice is adopted by the three services and he 
has asked that these reports cover such supplemental policies 
as may have been developed to help carry out Mr Truman's 
intention. He has specified particularly “that qualified Negro 
personnel shall be assigned to fill any type of position vacancy.” 
There are over 72,000 Negroes in the army. 

* 


Cocoa, which was selling in New York at 35 cents per Ib. @ 
year ago, is down to about 20 cents. As a result, 5-cent ch 
bars have been putting on weight. One nationally known bran 
has restored one-cighth of an ounce to its product ; although 
is still slimmer than before the war, the consumer will 
feel that there is hope for complete recovery. 
x 


Some suburban dwellers can now catch that final glimpse of 
their favourite Broadway stars instead of dashing for the 
train home after a theatre. Once a month special trains bring 
evening audience to New York theatres from as far as 75 
away in Connecticut, Theatre tickets can be purchased at the 
station for box office prices and the raiJway, anxious to 
a success of the experiment, allows a 25 per cent discount on its 
fares and offers a cabaret on the return trip. 
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' THE WORLD OVERSEAS 





Next Phase in Europe—l 
ee 


Relief from Fear and Hope of Reform 


(By an American Correspondent) 


In this early and heartening spring, on the first anniversary of the 
Marshall Plan, with fruit-trees blooming in the French country- 
side and tulips and daffodils in the squares and parks of London, 
with the lights bright again in Piccadilly, it is difficult not to feel 
a lift of the spirits, a revival of at least modest hope that the 
recovery now under way in Europe may bring relief from fear of 
war and internal upheavals. This recovery is due to a fortunate 
combination of two factors: the hard work and endurance of the 
European peoples who, overcoming the mortal fatigue of the 
war years, have concentrated all their energies on the tasks of 
rehabilitation ; and the aid extended by the United States under 
the Marshall Plan. Without American aid Europe would have 
recovered sooner or later, but at far greater cost to its own moral 
and material resources—a cost that might have endangered 
political liberties. Of this responsible European leaders are fully 
aware, But without the unflagging efforts of the Europeans them- 
selves, Marshall Plan aid would have proved as unfructifying 
as water poured upon sand. Of this Americans must be constantly 
aware. 

The question with which thoughtful observers on both sides 
of the Atlantic are now preoccupied is whether the convalescence 
of Marshall Plan countries is genuine, or whether the patients are 
liable to suffer a relapse when emergency treatment ends in 1952. 
To this question the next three years of the ERP (European 
Recovery Programme), which are bound to be more difficult than 
the first, will provide.a concrete answer. Already two things are 
clear. The Marshall Plan will only have plastered the cracks in 
Europe’s economy if, meanwhile, recovery is not underpinned by 
solid economic and social reforms ; and long-term plans must be 
made, through the OEEC and other international agencies, for the 
expansion of western Europe’s trade with other areas of the 
world—if each of the national economies is not to find itself 
owerloaded with export goods that go begging for lack of markets, 
and unable to import essential food, fuel or raw materials. 


Underpinning Recovery 


The need for reforms to underpin recovery varies, of course, 
among the Marshall Plan countries, so different in their political, 
economic and social development. In Italy and Greece it becomes 
increasingly clear that no amount of aid extended by the United 
States, no amount of effort deployed by their respective peoples 
can Overcome certain grave maladjustments ; these in the long run 
could be alleviated only by measures of land reform, more inten- 
sive industrialisation and population control, some of which are 
resisted for economic and political, others for religious, reasons. 
The fact that today, in a period of economic upswing, Italy has 
two million unemployed, is a danger-signal that cannot be dis- 
regarded. Nor is it realistic to say, as has been done by some 
American officials, that reforms must be postponed because they 
might slow down recovery. If this counsel of caution is followed, 
countries like Italy and Greece may discover in 1952 that such 
tecovery as might be achieved by that time will have been lost for 
lack of timely economic and social adjustments. 

In advanced industrial nations like Britain and France, already 
far along the road toward economic and social democracy, the 
main question is not how to effect reforms, but how to make all 
groups of the population accept both the need to maintain the 
reforms already achieved and the need to foot the bill for social 
stvices by increased productivity. Both in Britain and France 
fecovery quite naturally generates a desire to relax the grim post- 
war effort of rehabilitation ; and it is also natural for those who 
Considered postwar changes unduly radical to hope that the 
lime may have come for a shift to the Right. At present, how- 
ever, western Europe is at the stage of consolidating the economic 

social reforms achieved in the wake of war, rather than of 
€xpanding them farther; and, if war does not occur, most of 
© western European countries may be expected to settle down 


at a point a little to the left of centre. Conservatives, on the 
whole, are inclined not to oppose changes already made ; instead, 
they assert that, if returned to power, they would administer 
changed institutions more efficiently than governments now in 
office, 


Britain Blazes a Trail 


Communists, who play a minor role in Britain, have been 
checked in France and Italy by improvement in living conditions 
and by disillusionment among workers over the use of strikes 
for political purposes—but it would be premature to say that they 
have been roured. A cloud on the political horizon that should 
be watched is the fact that workers who have drifted away from 
the Communists, for example in France, frequently do not drift 
toward anything else, as they consider the Socialists too middle- 
class and not sufficiently concerned with the labouring man’s 
problems. They become apolitical, and go fishing on election 
days—in short, industrial workers have not yet found in westera 
democracy values that capture their loyalties and their imagination. 
Their predicament indicates that improvement in living conditions 
is not of itself sufficient to fill the mora] vacuum that first Nazism, 
then Communism, tried to fill. 

In this respect Britain is blazing a trail that should be of 
inestimable value to other western European nations. The secret 
of Britain’s success, as seen by outside observers, is that it has 
enlisted the workers, through the trade unions, not only in the 
processes of political democracy represented by elections and the 
functioning of parliamentary institutions, but also in the processes 
of democratic decisions on economic and social policy. Workers 
are thus not merely assigned tasks to perform, but have an oppor- 
tunity to pass judgment on the relevance of given tasks to the 
welfare and economic-development of the nation as a whole. 

The real test for Britain, and for western democracy in general, 
is coming now. Will it prove possible to convince the trade 
unions that their greatly increased participation in the development 
of the nation offsets their previous opportunity to press for higher 
wages ? Will social benefits, such as health insurance and better 
housing, be deemed at least as important as individual monetary 
rewards, and offer adequate incentives for work? Will it be 
possible for the majority of the people to accept the concept 
lucidly set forth by Sir Stafford Cripps in his Budget speech, and 
by the new Labour Party manifesto, that social services must be 
paid for by increased production ? If this test is passed, then 
British Socialism will have marked a new advance in the millenial 
growth of democracy. 


Should Germany be Unified ? 


Britain’s current experience fhrows into high relief some of 
the crucial issues now faced by the western Powers in Germany. 
Hitherto the impression had prevailed in the United States that 
Russia, in contrast to the western Allies, opposed unification of 
Germany, and would prefer to have it split in two. Yet, if one 
looks at Germany from eastern Europe, one becomes promptly 
aware that Russia, as well as Poland and Czechoslovakia, has no 
desire to see Germany divided. There are two main reasons for 
this: first, they do not believe that the German nation can 
permanently remain split. Sooner or later it will try to unite 
again by staging another military explosion. It therefore seems 
safer for its neighbours, at least in the East, where Germany has 
traditionally looked for Lebensraum, to have the Germans united 
from the outset. Second, Russia and the countries of eastern 
Europe hope to obtain the capital goods they need for their own 
rehabilitation and industrialisation out of the industries of the 
Ruhr, over which they could exercise no influence if Germany 
remained divided. The fundamental issue between east and west 
is not whether Germany should be unified, but what German 
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groups will control a unified Germany. Today it seems likely 
that the methods of Russia in Eastern Germany and the Russian 
blockade of Berlin have greatly lessened the prospects of the 
German Communists. But there is little evidence that the Western 
Powers, in spite of the genwime admiration aroused by the air- 
lift, have won the support of elements who might vigorously 
oppose Communism in a unified Germany.~ The Amencan 
Military Government is relying in increasing measure on German 
industrialists who, it is hoped, can put German economy on its 
feet, and thus relieve the American taxpayer of the burden of 
aiding Germany. If it is hoped that German industrialists will 
prove a bulwark against Russia, disillusionment may be in store, 
Approaches have been made from eastern Germany to western 
German political leaders and business men, with the blessing of 
Moscow ; and the air in Germany is full of talk about another 
Rapallo which, it is wise to remember, was concluded with 
Communist Russia, not by Communists, but by the industrial 
wizard, Walther Rathenau. 
(To be continued) 


More Meat from Australia 


[FROM OUR MELBOURNE CORRESPONDENT] 


First steps of a plan to develop the cattle industry in Northern 
Australia have been taken by the Commonwealth Government. 
They have decided 10 embark, at a capital cost of £1,500,000, 
upon the construction of hundreds of miles of new roads, bridges 
and improved stock routes in the Territory. They are also 
imvestigating means of improving the state of station properties 
in Northern Australia by providing better fencing and more 
adequate waier supply. The capital cost of minimum require- 
maents under these two headings is tentatively estimated at between 
eight and ten mill:on pounds. 

When minimum improvements to roads and station properties 
have been effected—this might take anything from seven to ten 
years—beef production in the Territory is estimated to increase 
from 60,000 to about 150,000 tons a year. The improvements 
envisaged will imcrease the actual carrying capacity of the Terri- 
wry from five to eight cattle a square mile, enabling the cate 
population to increase from 1,000,000 t0 1,750,000. 

The Government’s decision to proceed with the first stage of 
a plan for large-scale development of these vast pastoral areas 1s 
linked with the reaching of a long-term agreement with the 
United Kingdom for the disposal of Australian meat on the 
Rritish market.* The Commonwealth is reluctant t© commit 
uself to any grandiose plan unless it receives assurances that 
Eritain will be able to take Australia’s exportable surplus for at 
leasi ten years. The Prime Mimister, Mr Chifley, will tke 
advantage of his presence in Lendon at the Commenwealth con- 
ference to discuss with the British authorities the terms upon 
which meat production could be developed to mect British needs ; 
but it is considered unlikely that any firm agreement will be made 
before Mr Chifley returns, as the form of any agreement is 
cettain to be resubmitted to the trade sub-committee of the 


* This article was despatched before the fifteen-year British contract 
for Austrakan meat was made known last week. 


INDIA and PAKISTAN 
The Economist by Air 
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Federal Cabinet, and later to the Cabinet itself, before it 
finally accepted by Australia. " 


Seven to Ten Years Needed 


Far more difficult than the conclusion of a formal trade a 
ment is the physical problem of increasing the production er 
meat in the vast undeveloped areas of the North. Roads scarce] 
exist, fencing is poor and inadequate, artificial water places—whid, 
number only 70—are few and far between. None the less man 
extravagant estimates of its possibilities have been and still are 
being made. But careful investigation by the 


; nweal 
Government has shown that no spectacular increase in = 
production can be expected from the area in the next five or ten 


years. As mmprovements to transport and to station Properties 
are put in hand, there will be a gradual increase in the cattle 
population and an expansion in the volume of meat Produced : 
but the process will be slow. ? 

The present cattle population of approximately one million 
in the Northern Territory compares with a total cattle Population 
of 13,785,000 fer the whole of Australia. ‘The number of fy 
cattle marketed each year is $8,000, producing 29,000 tons of 
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beef, and the number of “store” or unfattened beasts marketed 
is 78,000, producing 31,000 tons of beef. The sotal annual pro- 
duction of meat from the area is thus at present only 60,000 toms. 
The effect of previding read transport facilities alone, under the 
first stage of the plan announced this month, will be to increase 
the area beef production by 10,000 tons a year. At the same 
lime, it is estimated that there should be an average increase in 
weight of at least 50 Ib, a beast and an annual saving of 500 head 
of cattle a year. Much of the increase in beef production will 
arise from the fact that these improvements enable more animals 
to be turned off the properties in fat condition, and therefore go 
fit for immediate delivery to the meat works. As indicated earlier, 
the total increase in beef production, when minimum improvement 
to roads and station properties are effected, will be 90,000 tons 4 
year, but it will take from seven to ten years to achieve this goal 
This is by no means a spectacular increase over the current 
production of beef in Australia, which in 1949 amounted # 
$72,624 tons. 

Details of Australian meat production prewar and in the las 
five years are shown in the following table :— 





AUSTRALIAN PRODUCTION OF MEAT (EXCLUDING OFFAL) 








| Average | 
| 1956-5910) 1944 | 1945 1946 1947 1948 
| 1936-39 | 
' 
i i j ; ; 
| Tons ‘Tons Tons Tons | Tons | Tons 
Bocf and veal ..... 969,089 | 472,759 449,399 438,066 | SI1065 | 57268 
eo eas? 201,388 | 273,099 229.775 | 201806 | 165,522 61% 
WMS fect e cae. 117,589 149,894 93.238 | 117,680 | 129,050 | 120,051 
MMS 365 39,684 53,895 40477 32,446 27,730 | 30,108 
acon and ham ... 426% 





S2,5d1 | 53,174 | $1,866 | 4962 | 4,700 | 
Fort... 6k 976,517 1,029,408 | 890,676 | 861,193 | 992,257 48,00 


—_— 


(Seurce : Commonwealth Bureau of Census and Statistics). 
(Nate : Bacon and haan are cared weights but the totals are expressed in terms of fresh aveal 
For this reason the totals do not add up.) ¢ 
There seems little doubt that the task of appreciably increasing 
meat production under the new scheme will be long, diffical 
and expensive. In popular imagination, the “far north” of Aus- 
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alia is regarded as being capable of almost limitless production 
of meat. But there is no €asy way of conquering the enormous 
distances from station to station, and from station to meat works, 
or of improving the lot of the run holder, 

So far, the Commonwealth Government has given no indication 
what it may be prepared to spend in development of the far 
north, although there have been unofficial reports that it might 
be prepared to spend over the long-term up to £40 million in 
capital development, provided always that it receives the assurance 
of a continuing market in the United Kingdom. 


Stations as Big as Switzerland 


Linked with the problem of providing better transport over 
wch a vast area is the urgent need to improve the station pro- 
ies in the Territory, which are generally badly equipped. One 
cattie holding in the Northern Territory has an area the size of 
Switzerland, which gives some idea of the colossal task involved 
in caring for and rounding up the cattle alone. Fencing and 
water call for the most urgent attention, but much investigation 
has to be carried out into the incidence of droughts and the choice 
of the most suitable breed of cattle. 

The Commonwealth itself is known to take a fairly conserva- 
tive view of the area’s potentialities for rapid expansion of meat 
production. The Administrator of the Northern Territory (Mr 
A.R. Driver) believes, however, that the cattle population of the 
area could be increased from 1,000,000 to 2,500,000 in I0 
years without costly pasture improvement schemes. With the 
extensive development now planned, plus pasture improvement 
and control methods, the Territory could, he considers, eventually 
carry 5,000,000 head of cattle, or five times its present numbers. 
Mr Driver points out that, of 523,000 square miles in the Northern 
Territory, 300,000 square miles are capable of producing cattle. 
Half of that is good enough to fatten them and the other half 
could produce “ stores” to be fed into the fattening areas. 

The important conclusion to be drawn from the various 
estimates of the ultimate cattle-carrying capacity of Northern 
Australia is that it will take up to ten years before any really 
significant increase in beef production can be expected. 

Lord Bruce told the House of Lords recently that Britain 
needed 700,000 additional tons of meat a year from imports, but 
examination of the possibilities of Northern Australia does’ not 
suggest that there will be over the next few years a very great 
contribution from this source toward meeting Britain’s deficit. 

Total exports of meat from Australia in 1947-48 (including 
canned and dehydrated meat expressed as carcase meat) are 
officially estimated at 242,100 tons, which is 9,700 tons, or 4.2 per 
cent, greater than the corresponding prewar figure of 232,400 
tons. Due, however, to the reduction in exports of canned meat, 
total meat exports (expressed in carcase weight equivalent) in 
1947-48 were 13,100 tons, or 5.1 per cent less than the 1946-47 
figure of 255,200 tons. 

It must not be overlooked that consumption of meat by Aus- 
tralians themselves is tending to rise as a result of the end of 
tationing and the increase in population, which is proceeding at 
the rate of about 150,000 persons yearly. For every 100,000 
increase in the population, it is estimated that 25,000 additional 
head of stock are required to feed them. Although Australian 
consumption of meat in 1947-48 at 705,000 tons was less than the 
average consumption of 749,800 tons in the three years ended 
1938-39, it was nevertheless an increase of 59,000 tons on the 
1946-47 figure. Expanding demands for meat in Australia are 
therefore an increasing drain on the exportable surplus, making 
it all the more imperative that development be got under way 
& early as possible. 


Land For Italy’s Peasants 


[FROM OUR ROME CORRESPONDENT] 


AGRARIAN reform, foreshadowed in the Republican Constitu- 
tion of 1947, has now been proposed by Alcide de Gasperi in 
broad outlines which have not yet assumed the shape of a 
parliamentary Bill, It is proposed to acquire compulsorily from 
hot quite 8,000 major landlords portions of their estates which 
will form a land pool. From this pool plots may, with state 
sistance, be acquired by wholly or virtually landless peasants. 

it lacks revolutionary dimensions, the scheme appears large 
‘ough to interest the peasants and to force the Communists to 
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pause in their agrarian agitations and to take notice. On the 
Government side, the Liberals are inclined to demur at the pur- 


poses of the proposed measure and the Social Democrats at its 
methods. 


In its present shape, the plan is to carve ‘something off estates 
having an annual taxable-value of 50,000 prewar lire (about £500) 
Or of 60,900 in the case of estates classified as intensively culti- 
vated, The limit set to undisturbed énjoyment of land is thus its 
taxable value and not its acreage, although the rélevant article in 
the Constitution runs 


__ In order to obtain rational exploitation of the soil, and to estab- 

a just sOcial relations . .. limits are set to the size of proper- 

ICS. o's 

The financial limit implies however that the estates to be hit 
will be those of over 100 hectares (240 acres) if under intensive 
cultivation, and otherwise from 250 to 300 hectares. The affected 
properties will be grouped in four classes, and the compulsory 
purchases will affect 20 per cent of the lowest class and pro- 
gressively up to 50 per cent of the highest. The area of land 
which it is aimed to transfer is of the order of 1,300,000 hectares, 
and the estates out of which the pool will be formed cover a 
surface of 3,300,000. 


Hope for Hundreds of Thousands 


Payment to the expropriated will be in cash and state bonds. 
After notification of liability they will be given a brief period in 
which they may themselves effect sales to their own landless 
peasantry. Thereafter, a national institute will select the new 
proprietors to whom the land will be made over for tenure largely 
in the form of emphyteusis (perpetual right in a piece of another’s 
land). The essence of this Graeco-Roman contract, which covers 
types of small holding prevalent in Central and Southern Italy, is 
that the cultivator receives an absolute title to the land after 
paying rent in kind over a certain period of years—gg years has 
been suggested in the present case. It is a deliberate purpose of 
the reform to strengthen the class of small landowning peasants 
in which, from earliest historical times, Italian societies have 
seen their best guarantee of stability, and the new project comes 
on top of considerable distributions effected after the 1915-18 war. 
In that war, in the trenches of the Carso, peasant soldiers had 
been heartened to stay the course by visions of land ownership 
conjured up by Salandra and other politicians eager to popularise 
the war. About 1,000,000 hectares, in the period between 
the end of the war and the beginning of the Fascist regime, passed 
into the hands of small holders—who in general were thereby 
lost to the cause of revolutionary socialism. 

Nothing has been said officially of the number of possible 
beneficiaries from the reform which is now proposed. But on 
the face of it hope is held out to some hundreds of thousands 
of persons. Active workers on the land in Italy today are 
reckoned to number 8,500,000. Of these about one-third work 
on their own family property, a rather larger number on leased 
property or as share-croppers, and over ome-quarter as hired 
labourers, «including 1,800,000 day labourers. The latter class 
constitutes Italy’s greatest social problem, and to stabilise them 
physically and morally must be a chief aun of any serious reform. 


«A Pathological Distribution ”’ 


The present conditions of land ownership have been very 
thoroughly investigated since the war. A_ semi-official report 
signed by Senator Giuseppe Medici, President of the National 
Institute of Agrarian Economy, reveals’ the following broad 
features. Over three-quarters of all agricultural property (21} 
million hectares) belongs to individual owners, and the remainder 
(6,250,000) which pertains to. corporate bodies of all descriptions, 
includes much inferior land and has a taxable value of only one 
tenth of the whole. Church property occupies one-sixtieth of 
the grand total area, Looking at the property of individuals 
only, by far the greatest share falls to relatively few. There are 
rather more than 9,000,000 owners, of whom 8,000,000 jointly 
own one-sixth of the surface and have an annual taxable value 
of one-fifth of the whole. At the.other.end of, the scale one- 
quarter of the soil is owned by 21,000 individuals and 15,000 of 
these jointly enjoy considerably over one-fifth of total. revenue. 
The 5,000,000 smallest owners and the 500 largest respectively 
own 875,000 and 975,000 hectares. Seflator Medici, who gives 
qualified support to the de Gasperi proposals in his comments, 
writes of a ; 

pathological distribution of property which, if detailed examina- 
tion renders it fess crude, none the tess deservesthe most.careful 
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This is a Simon soap rollermill —six tons of massive 
yet beautifully precision-built machinery to turn out 
delicate wafer-thin soap flakes. It is one of a wide 
range of specialised Simon machines for the manu- 
facture of many kinds of soap—a necessary service 
to the modern world, for soap has important uses 
besides washing hands and clothes. Industry demands 
great quantities, not only for laundries but for wire- 
drawing, ship-launching, the washing of wool and 
cotton, and many other purposes. Henry Simon Ltd. 
are among the world’s foremost designers and 
builders of high-grade soap-making machinery, more 
than ninety per cent of which they now deliver to 
export markets ranging from Canada and the United 
States to Australia and South America. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation. 
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attention because it gives rise to accumulations which are harm{ 

to political order, and because too often the largest Properties ay 
conducted by archaic methods and without respect for urgent socisl 
needs. 


The considerations which render the picture less crude are 
that the five million smallest properties, of half a hectare or 
less, obviously belong in great measure tO Part-time cultivators 
and gardeners ; this is shown by the fact that the total] number 
of properties actually exceeds the total number of registered 
agriculturalists of all descriptions, while the large size Properties 
—in Tuscany and adjacent regions, where the statistics show them 
to bulk even more largely than in the “ feudal ” South—are farmed 
by the system of mezzadria (share cropping). This gives great 
security of tenure and dignity to the tenant, who often feels 
himself to be the effective owner of fields which have been for 
many generations tilled by his family. The balance of the mezgg. 
dria contract--which traditionally divides the produce in equal 
halves between the landlord, who provides all equipment, and 
the peasant who uses it—was after the war modified by the 
memorable “de Gasperi award” in favour of the peasant. But 
the arrangements are not wholly uniform, and there exist forms of 
mezzadria which leave the peasant discontented. 


Case for the Critics 


Adverse criticism of the new reform project comes from the 
threatened Janded interest, from technical quarters and from 
politicians. Pointing to the clause of the Constitution quoted 
above, landowning interests maintain that no agrarian reform 
will be legitimate that does not start with the aim of increasing 
production. The suspicion is voiced that the present scheme will 


| transfer land from more competent to less competent manage- 


ment. On the technical side there are reservations about the 
choice of a financial, instead of a geometrical, criterion for deter- 
mining the estates from which land will be taken, since by tha 
criterion inefficient estates of large surface will not be touched. 
Senator Medici urges that in the Bill both criteria should be 
adopted. The Communist reaction to the project has not been 
vigorous. Their organs put “reform” in quotes to indicate 
that the dimensions of the proposal are absurdly small, and they 
suggest multiplying them by three. For once, the governmental 
Social Democrats have been in the best position to express a 
“ Marxist” viewpoint, complaining that to multiply small pro- 
perties is a retrograde step in a world moving towards big scale 
farm enterprise. This is an argument which the Communists, 
however much they cherish it in their hearts, cannot utter too 
openly after three years of working upon the naive land-hunger 
of the peasantry. 


A further complaint is that other measures of agrarian reform, 
including a mechanism for the compulsory transfer of neglected 
land to willing cultivators, are already on the statute book, and 
that the new project will cut across their application. But in this 
connection Senator Medici has observed in an interview: 

If it were not for our national happy-go-lucky disposition we 
could certainly go in for a more reasonable sort of reform [than the 
de Gasperi project]. But what is thé use of reasonableness when, 
despite invitations from right and from left, and despite all legisla 
tive facilities, certain classes have failed to make available one 
single hectare for the formation of small peasant properties im the 
zones where they could best fiourish. 

The Senator’s advice to the Government is accordingly to 
carry through the measure with some modifications, but rapidly 
and ruthlessly. 


Development as Well as Reform 


The Government’s retort to the technical criticisms is © 
acknowledge with emphasis that a transference of land to mr 
poverished peasants would be economically harmful and socially 
useless. ‘The agrarian reforny is therefore conceived as being 
complementary to a development programme, which will bring 
water, roads and technical assistance to the peasant who takes 
possession of his new land. The Premier foreshadows an O& 
penditure by the State of 100 billion lire for the acquisition of 
these lands flanked by an outlay four times as great upon 
improvement. The sum of 500 billion lire (corresponding © 
about half of the total annual budget revenue in the curtenl 
estimates) will be borne on a number of successive budgets, 
will, according to the Premier, constitute a “ notable ” but net 
an “impossible” burden. Politically, the land reform. proj 
will be the first big attempt of the Government to claim @ 
required credit as executor of the pledges of economic 
embodied in the Republiszan Constitution. 
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THE BUSINESS WORLD 





Britain, Canada and Wheat 


LTHOUGH a fortnight has passed since the Washington 
announcement that Marshall funds are not now available 
for “off-shore ” purchases of wheat, there is still much uncer- 
winty about the full implications for Britain amd Canada. But 
there is no doubt that they will be far-reaching. The Washington 
decision itsell, which prevents the use of ECA funds for pur- 
chases from third couniries so long as ample supplies of wheat 
exist in the United States, was not unexpected. The bumper 
wheat ccop in America last summer, and the prospects of 
agother large one this summer, made it obvious that sooner or 
lar off-shore purchases for wheat would cease. The only 
question was how jong the ECA authorities could withstand the 
¢ of the American farmers for the suspension of a policy 
which they had disliked from the beginning. So far, wheat is 
the only important commodity affected, but other foodstuffs 
such as bacon ami possibly cheese may follow, which would 
seriously aggravate the difficulty with which both Britain and 
Canada have now been confronted. 

The magnitude of these problems can be readily indicated. In 
the first tweive months of the Marshall Plan off-shore purchases 
for all commodities and for all countries accounted for $1,538 
million out of a total disbursement for all goods (excluding 
freight and services) of $4,359 million. In other words, such 
purchases have comprised 35 per cent of all commodity grants. 
Some $834 million of ECA funds was allocated to wheat, 
of which $315 million was for off-shore purchases, all from 
Canada ; and of this latter sum $300 million was allotted to 
Britain. 

The ECA decision is therefore a serious threat to Anglo- 
Canadian trade relations, which since the war have been main- 
tained only with difficulty by loans from the United States and 
Canada and by Marshall aid. But there are further implications. 
Any disruption of Anglo-Canadian trade will adversely affect the 
United States, since Britain is Canada’s main source of dollars 
after the United States and the United States has already experi- 
enced the consequences of dollar stringency in Canada. 
Secondly, this move might even become the first step towards 
transforming the Marshall Plan from a European Recovery Pro- 
gramme to a means of disposing of surplus American commodi- 
tes. These, however, are longer-run possibilities. The imme- 
diate problem is for Britain to find sufficient dollars to finance 
its Canadian commitments. Under the wheat contract, which 
rns untit June, 1950, Britain has agreed to buy $300 milion 
of Canadian wheat and flour during the current season, and 
a similar quantity next season. If the coniract did not exist, 
Britain could merely switch its wheat purchases from Canada 
tothe United States and still use Marshall aid. Such action, 
however, wou'd not solve the basic problem ; it would merely 
shift its direct incidence from Britain to Canada. 

The ECA authorities are no doubt fully alive to these dangers. 
Itis significant that ECA stopped the use of Marshall funds for 
the purchase of wheat outside the United States without waiting 
for the seemingly inevitable official declaration by the US 

ent of Agriculture that wheat is in surplus supply. The 
| ity of such action was apparent: the carry-over stocks 
it America at the end of the current season are expected to total 
300 million bushels after allowing for an export programme of 
590 million bushels, while the coming harvest is expected to 
yield 1,300 million bushels, the same as in 1948-49. By fore- 


Stalling an official declaration of “ surplus supply,” and i.c:coy 
making it unnecessary, the ECA has retained the initiative, and 
may yet be able to soften the impact of its action. If, for 
example, transport difficulties were to arise in the United States, 
it could again permit off-shore purchases for a limited period. 
Bui if wheat had been officially declared surplus, even such 
temporary off-shore purchases would presumably be difficult. 

Up to the end of June Britain must find about $70 million to 
complete this season’s purchases of Canadian wheat. This alone 
should not present any serious financial difficulry, though ‘it 
will mean at least a temporary reduction in dollar reserves. 
But there is some danger, at present ‘causing real 
concern at the Treasury, that if the ECA funds withdrawn from 
wheat are not otherwise utilised, the resultant reduction in 
Britain’s total ECA allocation for this year may be perpetuated 
in following years. The real problem will arise when the 
Treasury has to finance the whole of next season’s purchase 
of Canadian wheat—$300 million—from earned dollars. ki can 
be shown, statistically and theoretically, that even this might 
present no great hardship. Britain’s dollar imports last year 
amounted to about $1,800 million, whereas grants undes 
Marshall aid for the twelve months April, 1948, to March, 1949, 
totalled $1,300 million, suggesting that at least $500 million was 
financed by carnmed dollars—a substantially larger sum than the 
amount of the wheat commitment. But the clear-cut adjust 
ment which these figures might seem to indicate is not, in fact, 
feasible. 

The Treasury has only three possible courses open to it. 
It can attempt to persuade ECA to take over, on ECA terms, 
purchases which Britain at present makes in the United States 
or other dollar countries and pays for with earned dollars. The 
earned dollars so released could then be used to buy Canadian 
wheat. Secondly—as a means of avoiding an underspending 
of this year’s ECA allocation and of building up stocks—it can 
seek to secure, on ECA terms, additional goods or larger 
quantities from the United States. Such action is already being 
taken. This week it was announced that Britain has purchased 
$50 million of pork, lard and canned meat from the United 
States ; more American cheese, dried egg and milk products will 
no doubt be acquired also. If these purchases are adopted by 
ECA they will avoid “ wasting ” ECA aid and will give Britain 
a higher standard of living that it at present enjoys ; but they 
will not perceptibly ease the problem of paying for the wheat. 
Nor, probably, would the third possibility, which is for the 
Treasury to ask ECA to hold any balance of funds not spent in 
the current quarter for use in a subsequent quarter. In the past 
the ECA authorities have not accepted the principle of carrying 
unspent funds. over from one quarter to another, An exception, 
however, might be made this time. 

Only the first expedient, it will be seen, can help Britain to 
meet its immediate wheat commitments. - But the switching of 
purchases which it involves has definite limits. Not all com- 
modities are eligible for purchase under ECA. - Moreover, the 
process itself will impose a serious administrative burden upon 
the Treasury and upon the ECA. To replace fully the value 
of the single $300 million contract for wheat there would have 
to be thousands of smaller ones, each of which would have to be 
separately authorised. Again, there is the sheer physical diffi- 
culty of “ programming” the requirements of spare parts and 
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other capital replacements, and various non-recurring items of 
expenditure, which at the momenr represent most of Britain's 
purchases with earned dollars. © Switching will probably “be 
found easier in the twelve months after June than in the current 
quarter, because there will be time to make plans. 


* 


But though the immediate problem, and—owing to the 
existence of the Canadian wheat contract—next season’s problem 
too, is mainly Britain’s concern, Canada’s economic future is 
dependent on the extent to which Britain is able to solve that 
problem. Last year, Canada’s exports to Britain amounted to 
$700 million, of which Marshall aid amounted to an annual rate 
of $600 million, so that only $100 million was paid for in 
earned dollars. There are, of course, the invisible exports, 
especially freight and shipping, to be taken into account, but 
for commodities alone most of Canada’s exports to this 
country are financed by ECA. Wheat exports to Britain 
amounted to $300 million (on an annual basis) all of which was 
paid for under Marshall aid. Canada also sold a further $15 
million of wheat to other ECA countries, such as the Nether- 
lands, Norway, Ireland and Belgium. These countries will pre- 
sumably transfer their purchases to the United States. For the 
time being, Canada may be able to find alternative markets for 
these relatively small quantities, though next season that will 
not be so easy. Britain’s bacon contract ($§8 million a year) and 
cheese contract ($155 million) are also at present financed by 
ECA, so too are British purchases of non-ferrous metals, 
aluminium, woodpulp and other raw materials. Moreover, the 
scope for switching purchases within Canada from earned 
dollars to Marshall dollars is negligible. Nickel and tobacco 
are not bought with ECA funds, but the total value of these 
imports from Canada is under $5,000,000. The egg contract 
($22 million) is also paid for by Britain in earned dollars. 
Again there is little chance of transferring it to ECA, as eggs 
are rapidly approaching surplus supply in the United States. 
In any case the quantity involved goes little way towards 
meeting the total of $300 million for wheat—or the $370 
million, if off-shore purchases of bacon and cheese are also 
stopped. 

The wheat contract must be taken as inviolate. It is con- 
sidered so by the Canadians and it has assumed such political 
significance that any breach of faith on Britain’s part would 
make relations with Canada very difficult—more particularly 
because in the past Canada has sold its wheat to Britain at a 
price below that of the world market, and in return Britain has 
agreed to pay Canada next season 20 cents a bushel more than 
the maximum price fixed under the international wheat agree- 
ment. This was not just a kindly gesture on Britain’s part. 
The so-called “ having regard to” clause in the contract states 
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that if the price fixed for the earlier seasons proves to be below 
the world level, such a difference will be taken into consideration 
when fixing the price for the subsequent ‘seasons. The other 
possibility of praning Britain’s purchases from Canada js the 
token import scheme, although the sum involved is small, After 
the experience of the early ‘thirties Canada diversified  jgg 
economy by developing secondary industries, and this develop- 
ment was intensified during the war years. There would not 
only be very strong political pressure in Canada against any 
reduction of token imports into Britain—a pressure 

almost as strong as that against any breach of the wheat cop. 
tract—but such a reduction would also tend to thwart Britain’s 
own export drive. Hence any such action might well result jn 
a net loss of dollars to Britain. 

Clearly, for the time being Canada stands to lose little from 
the cessation of off-shore purchases of wheat. It will lose $15 
million from European countries, but no more. Even if bacon 
were declared surplus in the United States, Canadian exports 
would be secured until December through the British contract, 
When, however, the various British food contracts expire, the 
outlook for Canada will be bleak. In those circumstances, 
Britain could maintain its imports by purchasing the same food- 
stuffs in the United States with Marshall dollars, and Canada 
would be left with unsold supplies. Yet, it is true, as Mr C. D, 
Howe, the Canadian Minister for Trade and Commerce, speak- 
ing in London last Monday, said: “It is encouraging that we 
have been able to settle, by common agreement, all the major 
problems that have arisen between us during the reconstruction 
period. We have been able to find a way by which a solution 
could be reached.” 

* 

The new international wheat agreement adds yet another 
complication. Canada and the United States are the two main 
exporters supplying between them 371 million bushels of the 
total annual export of 456 million bushels. When the export 
price of wheat falls to $1.50 a bushel thirty-seven importing 
countries will be obliged to buy between them this total export. 
So long as ECA provided dollars to pay for the purchases from 
Canada, no problem existed. But under Article X of the agree- 
ment, importing countries can ask to be released from their 
obligations in order to safeguard their balance of payments or 
their monetary reserves. If no solution to the Anglo-Canadian 
wheat problem is found before the wheat contract expires, 
the international wheat agreement would become virtually 
inoperative. 

The problem, then, is for Britain to find $70 million before 
June to meet its commitments with Canada and $300 million— 
or possibly $400 million—in the succeeding twelve months, 
and to readjust its purchases so as to derive full benefit from its 
ECA allocations. This may be possible, certainly in the succeed- 
ing twelve months, without imposing any severe strain on 
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pritain’s dolar reserves, so long as the ECA authorities are not 
joo rigid in the interpretation of their own regulations, It may 
iso be, as Mr Howe pointed out on Monday, that “Canada is 
gn important market that is growing from day to day.” There is 


Trends in Car 


OTOR manufacturers, who have begun to consider 
anxiously the qualities that will help their products to 
il in a competitive world, cannot afford to confine their studies 
i the trend of motorists’ personal tastes. If they could, the 
jons they would have to answer would be relatively simple. 
Personal tastes in cars have changed little ; the average motorist 
dil asks, as he used to ask, for good looks, good finish, and 
easy driving. In the days when fuel was cheap and plentiful 
the thermal efficiency of the engine took second place. But a 
manufacturer who assumed today that thermal efficiency would 
continue to take second place would be making a risky assump- 
tion, Currency shortages and difficulties of petroleum supply 
have changed the picture, and the motor manufacturer cannot 
asume that any country—with the possible exception of the 
United States—will in the next five years enjoy petrol in prewar 
qualities and quantities. Today the physical difficulties of 
apply are being overcome, but the currency shortages persist. 
And many engineers assume that, even in the long run, the old 
heedless use of the world’s petroleum resources is unlikely to 
return. 

The economical use of fuel is, therefore, taken to be a con- 
dition of success, and closer attention is being paid to the basic 
principles governing the design of motor-car engines. The 
subject can be approached in any of three ways. The designer 
can reproportion the petrol engine in order to secure a higher 
output of power for a given consumption of petrol. He can seek 
to taise the efficiency of the individual components of the 
engine, in order that as little as possible of the power generated 
goes to waste. Or, taking a longer view, he can concern himself 
with replacing the petrol engine by a new power unit. 

No basic engineering problems stand in the way of improve- 
ments to the power output of the petrol engine. It can be done 
by raising the compression ratio—that is, the ratio between 
the combined volumes of the combustion chamber and cylinder 
with the piston at the top, and at the bottom of its stroke. 
The higher this ratio, the more the combustion gases are com- 
pressed and the more powerful the explosion. 

Higher compression ratios increase both the temperature of 
the working parts and the stresses on the engine, which must 
be reproportioned to meet them. The first step is to stiffen 
the engine block, the second to shorten the piston stroke and 
widen the cylinder, keeping the volume of the cylinder the same. 
The V-type engine is returning to favour because it can show 
a greater all-round stress resistance than the in-line engine. 
Some, but not all, engineers are concerned about the speed of 
plug erosion when engines are run for any length of time at 
higher ratios. This is a problem distinct from high temperature 
operation and implies that the plugs would have an uneconomi- 
cally short working life. Plugs with platinum electrodes have 
given the best performance under test, but not one good enough 
tooffset their price, which is very roughly twice that of a stan- 
dard plug. 

The British horsepower tax (which was calculated, not on the 
volume of the cylinder, but solely on the bore) did at least force 
manufacturers to get maximum power from small engines and 
give them long experience of building engines with com- 
Plession ratios well above average. When the war ended it 
Was Comparatively easy for them to raise ratios. With some 
types of engine the jump was as much as from 6.5 to I to a frac- 
ton under 8 to 1. But these engines need a high octane petrol. 
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certainly room for an expansion of British experts to Canada, 
and headway has been made by British manufacturers in meeting 
Canadian requirements. But the expansion required to meet this 
extra $300 million bill is likely to take years, not months. 


Engine Design 


Prewar grades of petrol gave a choice ranging between 68 and 80 
octane, and towards the end of the war pool petrol was at 80 
octane to suit the requirements of the American army. The sub- 
sequent drop to 72 octane was unexpected. A 75 to 1 ratio 
engine would have run well on 80 octane, and engines with even 
higher ratios would have given an adequate performance. But 
that of the first postwar cars on 72 octane brought such com- 
plaints that manufacturers had no choice but to.lower the ratios 
again, either by enlarging the combustion chamber or by altering 
the shape of the piston head. Some models are still operating 
On a 7.§ to I compression ratio, but the majority are lower. 

Because no British manufacturer is known to have put 
together the equivalent of the 12 to 1 compression ratio engine 
designed by Mr Charles Kettering for General Motors, it does 
not follow that the British industry lacks the necessary technical 
ability. This engine runs on 97 octane fuel, which is virtually 
indistinguishable from aviation spirit ; it is clearly of no imme- 
diate use so long as the highest grade of petrol is limited to 80 
octane. With their greater practical experience of high com- 
pression ratios, it is bitter for British motor engineers to scale 
down their 8 to 1 ratio engines and then to hear the 1949 
Cadillac—7.§ to 1—hailed as the portent of a new engineering 
decade. The 1949 Cadillac is the first advance in com- 
pression ratios made by the American industry for about 15 
years, and its design shows the dilemma in which low-quality 
petrol has placed the motor industry. It has been so designed 
that its compression ratios can be raiséd to 10 to r without any 
re-tooling other than that necessary to alter the dimensions of 
the combustion chamber or the shape of the piston head. The 
same practice is followed in the new Oldsmobile engine with a 
current ratio of 7.2§ to 1 which could be raised by the same 
means to 12 to 1. - 

Some British manufacturers are werking on similar lines so 
that they can take immediate advantage of each opportunity, 
however slight, to increase compression ratios without the 
expense and delay of re-tooling (the average time needed to 
re-tool is one year). But it is unlikely that the top ratio 
of their engines would be as high as the Oldsmobile. The alter- 
native is to design an engine to operate on the highest ratios at 
present practicable—7.§ is considered as the maximum—and 
to trust that the improvement, when it comes, in the quality 
of high-grade petrol will be great enough to permit a really big 
jump in compression ratios. If this happens, it will be worth 
while to undertake production of an entirely new engine. 

The motor industry has gone as far as it can for the present. 
The matter now rests with the oil industry, which can produce 
higher octane petrol if it becomes expedient to do so, and with 
the governments which decide the quality and standard of the 
petrol to be imported. The petroleum companies plead two 
grounds to justify inaction. The higher the octane, the less is 
the yield of petrol from a given volume of crude oil, and there- 
fore, because refinery and tanker capacity is limited, the less 
petrol is available. The oil companies also question whether 
effective demand is sufficient to justify them in re-establishing a 
distributive system for the marketing of two grades of petrol. 
A refinery policy which concentrated on the highest fractions of 
petrol might not be commercially attractive now, but it is pos- 
sible that the new refineries now being built, with the greater 
flexibility derived from more elaborate cracking plants, may, 
cha* z¢ the commercial prospect by making it possible to extract. 
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more of the highest fractions from a given volume of crude. 

Far more important than anything the petroleum industry 
may decide is the attitude of most governments, which are simply 
not prepared to pay for a higher octane fuel. The United States, 
Switzerland and Norway are probably the only countries with 
80 octane petrol. Petrol supplies in all other countries are 
between 60 and 75, and mostly below 70. Motor manufacturers 
can only deduce that there will be no market for cars with a 
compression rating above the 6.5-7.5 to 1 range until petrol of a 
minimum of 80 octane is available over wide areas. If there is 
any question of the supply being restricted, re-designed cars 
would be of no use to the majority of buyers. 

The increased cconomy of high compression ratios should 
more than offset the extra price of high octane petrol. But since 
a car runs largely on part throttle, and the greater gain in power 
from higher octane is at full throttle, a dual system has con- 
siderable attractions. It involves either a manual or an auto- 
matic switch to a high octane fuei at full throttle, with the 
engine otherwise fed on low octane. At least one British manu- 
facturer is considering serious work on a project of this kind. 
The difficulty would be to make the engine work with maximum 
efficiency on both fuels, and unless this could be done the gain 
would not justify the complications. 


* 


As an alternative to higher compressions, engine performance 
can be improved by raising the individual efficiency of the 
engine components. The average induction system is by no 
means perfect and loses a good deal of power. Work on the 
transmission of power within the system, and in particular the 
application of some of the results of wartime study of gas velo- 
cities to the thorough burning of the fuel in the combustion 
chamber, would raise the efficiency of the engine without any 
basic changes in design. 

Temperature control has been suggested as one way to 
increase efficiency. It has, indeed, received too little attention. 
It has been pointed out that temperature control of each stage 
of the induction flow is a theoretical possibility. The idea is 
supported by practical experience gained from operating exhaust 
mechanisms by means of a coil of two metals deliberately chosen 
for their different response to heat. Some of the largest British 
firms believe that work on this kind of component efficiency is 
the most profitable study in present circumstances, and they 
have relegated higher compression ratios to a future which may 
be distant. 

There remains the possibility of replacing the petrol engine 
with a new power unit. The most likely candidate is a diesel 
engine, though engineers think more highly of its prospects than 
do their employers. The curve of thermal efficiency against 
compression ratio reaches its maximum at ratios of about 20 
to 1. The standard ratio for diesel engines is 16 to 1 and can be 
improved ; and although this is not strictly comparable to the 
compression ratios quoted for petrol engines, it still represents 
a far higher performance. Combined with their low throttle 
performance on an automatically weakened fuel mixture, it 
makes them one of the most efficient types of engine known. 
The cost of the complex fuel injection system grows in propor- 
tion to total cost as the size of the engine is reduced, and it is 
this that at present restricts their use to heavy transport. Now 
there is every prospect of a cheaper injection system suitable for 
mass production, which would make it possible to manufacture 
smaller engines at an economic price. Continental manu- 
facturers have built passenger cars with diesel engines which 
were unpopular owing to the roughness of the engine, caused by 
very sharp ignition. A two-stage injection system might take 
away this roughness without lowering the efficiency. For nearly 
a year the London Passenger Transport Board has been testing 
an experimental bus with an injection system based on a Swedish 


. design incorporating two-stage injection. It shows a great 
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improvement in smooth running and noise reduction without g 
noticeable increase in fuel consumption. 
Even if diesel fuel were to be taxed at the same rate as 
diesel engines would still have the twofold economy of a basically 
cheaper fuel and a basically more efficient fuel consumpy; 
There may be a greater amount of research into the application 
to passenger cars if the present difficulties in the way of petrol 
engine developments look at all like becoming permanent. 


* 


On the probable place of the gas turbine in the motor industry 
feeling is strong. A turbine designed for vehicle operation 
would consist of an air compressor, a combustion chamber, a 
compressor turbine to. expand the combustion gases, a power 
turbine to drive the shaft and a heat exchanger to make it 
possible for the hot exhaust gases to heat the compressed air 
before it goes into the combustion chamber. The het 
exchanger is necessary in order to make the thermal efficiency 
of the turbine comparable to that of a petrol engine ; the pro- 
blem of designing a heat exchanger light enough and cheap 
enough to be practical is virtually solved. Gas turbines do not 
need a highly refined fuel, have great weight saving and do away 
with all gear transmission, a development which engineers 
believe is bound to come. 

There is a general feeling that an engine of 100 to 160 brake 
horse power is the best starting point, partly because of the 
physical difficulty of making a turbine any smaller at this stage 
(aero turbines average 2,000 b.h.p.) and partly because turbine- 
driven cars will be better able to compete with high-powered 
than with mass-produced vehicles. The Rover Company and 
the small firm of Centrax Power Units are both doing bench 
work on turbines which may prove suitable for vehicles, as 
distinct from any work done by Power Jets, Ltd. It is also 
believed that a firm in the United States has gone some way 
towards building a turbine of 50 b.h.p. 

If it can be assumed that a gas turbine vehicle is a technical 
possibility, its manufacturing costs may yet prevent it from 
becoming a commercial one. Made of the highest quality alloys 
and requiring great craftsmanship, turbines may have a higher 
manufacturing cost than petrol engines in spite of their greater 
simplicity and fewer components. The individual turbine 
blades are machined from a block of metal to dimensions oi 
half a thousandth of an inch. There is a remote possibility of 
casting rotor and blades with similar accuracy, but so far the rate 
of rejects is too high to make the process practical. This limits 
the scope of manufacturing economies, which depend on 
whether the weight saving in materials, which may amount to 
half the weight of a petrol engine, including radiator and geat- 
box, will cover the higher cost in other directions. 

The fuel consumption of the gas turbine is still so high as to 
outweigh the cheapness and variety of the fuels on which it can 
run. Centrax Power Units have a theoretical solution which 
may bring consumption within reasonable limits, but which has 
yet to be worked out in practice. 

Turbine engineers are optimistic because their problems 
are new, and there is no evidence to suggest that they are 
insoluble. Since motor engineers themselves expect no big 
developments in engine design within the next five, or possibly 
even ten years, the lack of active interest shown by the motor 
industry in a long-term possibility of this kind is surprising 
Events may prove that the petrol engine has reached the zenith 
of its practical development. The value of raising compression 
ratios to figures like 12 to 1, and thus mak!ng motorists all over 
the world dependent on a supply of fuels approaching 10 
octane, has been seriously questioned. A section of the motor 
industry, not the most conservative, believes that the real future 
of the motor engine lies in an immediate effort to raise efficiency 
within the limits of present running conditions, and a long-tet@ 
effort to develop a new power unit. ies 
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Business Notes 


Gas Stock Makes Its Bow 


The terms on which the British Gas Stock was launched on 
y were in welcome contrast to those offered on earlier 
compensation issues. They quite plainly gave stockholders of 
the now nationalised gas undertakings a somewhat better deal 
than could have been justified on the strictest reading of the 
provisions of the relevant Act, which, like its Transport and 
Electricity predecessors, required the Treasury to “have regard 
io” the market value of Government securities at or about the 
vesting date On previous occasions, the zealous observance of 
this formula, under which the compensation terms were pitched 
aimost precisely in tune with the market, has had the unfortunate 
yesult that allottees of the stock have been unable to command, 
on an eatly sale, the par value to which they were entitled on 
gotment. The Treasury has perhaps taken to heart the charges 
of unfairness—even of sharp practice—to which the fate of the 
Fectricity and especially of the Transport stockholders not 
unnaturally gave rise. The pitch selected for the Gas stock was 
asemitone or so below the dominant note in the market. It was, 
as expected, a 3 per cent Guaranteed Stock allotted at par, but 
with redemption dates of 1990-95—or some five to ten years nearer 
than might have been justified by a strict alignment with existing 
socks, Alternatively, it has been suggestd that in the prevalent 
condition of the market the Treasury, had it wished, could have 
placed a 3 per cent “one-way option” stock, redeemable 1980 
or after. But if the 46-year maximum life was less than might 
have been justified both by the rules and by precedent, it was 
also somewhat longer than the most optimistic had hoped. It 
was, in fact, neatly spanned by the guess here last weck of “ nearer 
te §0 than to 40 years.” 

How far the official decision reflected a more cautious attitude 
in gilt-edged management—strictly consistent with the omission 
to “call” the 1949-51 War Bonds—and how far a sharpened sense 
of fairness is an interesting subject for debate. But, whatever 
the dominant motive here, the market has had the novel and 
agreeable experience of dealing in a new compensation stock at 
a premium—and a substantial one. The size of the premium is 
not, however, a completely reliable measure of the “ turn ” offered 
by the terms. Other things being equal, it was not to be expected 
that so high a proportion of holders of the nationalised under- 
takings would be anxious to sell as was true in the earliest instances. 
Secondly, since roughly two-thirds of the vested securities 
(expected to have an aggregate value of about £200 million) remain 
to be valued, the amount of compensation stock issued this week 
was small, totalling some £68 million. Thirdly, a significant pro- 
portion of the supply prospectively available for the market had 
been in effect absorbed by buying of valued gas stocks in the 
previous week. Some of this buying, which doubtless encouraged 
others to participate, was regarded as coming from responsible 
Quarters, and established these stocks at a premium of ; above 
take-over prices before the terms of the new stock were known. 
This premium became, in fact, the opening premium for the new- 
comer, but, with the market so bare of supplies, the closing price 
on Monday was as high as cr}. 


* 


This sparkling debut posed an interesting question for the 
market. When a new stock is issued perceptibly below the markct 
level, the market would normally drop to meet it. But on this 
casion, the effects of the curious technical position in the new 
stock suggested the alternative adjustment. Early on Monday, 
the principal stock most closely affected—the Transport Stock, 
1978-88—did in fact fall ,5. below its Friday close, to ror}? ; but 
thereupon the market’s choice of alternatives was in effect deter- 
mined by judicious official support for this stock, Thereafter not 
only did the premium on Gas stock rise fast, but almost the 
whole gilt-edged list—with the significant exception of 3 per cent 

ption 1986-96 as well as the shorts—closed higher on the 
ay. It was, in fact, quite irrational to expect the market thus 
(0 hold itself up by its bootstraps, and it has since reacted. At 
moment of going to press, the premium on the new issue is 
down to {!, and the principal long-dated and irredeemable 
stocks are either back to, or somewhat below, their levels of the 
of Jast week. On this basis, to the latest date, the Gas 
Stock yields £2 19s, 3d. per cent, Redemption stock yields 
£2 18s. tod., and Transport Stock, £2 18s. 111¢ Evidently, the 
adjustments are not yet complete. 


The Chancellor on Sterling 


Sir Stafford Cripps, in the course of his Italian visit, has 
made the most categorical rebuttal to date of the rumours of the 
devaluation of sterling. Answering questions after an address on 
“British recovery and Europe” the Chancellor declared that 
although he could not say whether it would be necessary to devalue 
ether European currencies, in the case of sterling devaluation “ is 
neither necessary nor will it take place.’ There have been other 
echoes of the Chancellor’s determination to hold on to the present 
sterling-dollar parity. Mr Chifley, on his return to Australia, 
has allowed it to be known that he was assured by the Chancellor 
in London that there would be no devaluation, adding that, 
so long as the relation between sterling and the dollar remained 
unchanged, there would be no question of altering the Austrahan 
pound-sterling parity. Resistance to any suggestion of exchange 
adjustments is also reflected in the answer which the Economic 
Secretary to the Treasury made this week to a question in Parlia- 
ment. Mr Douglas Jay said that no discussions had taken place 
on the adjustment of the gold price between the British Govern- 
ment and the International Monetary Fund. He added that 
other members of the sterling area were members of the Fund in 
their own right and that any discussions between them and the 
Fund were the concern of their governments alone. The British 
Government, he pointed out, is kept in close touch with these 
matters as part of the normal exchange of information between 
the Commonwealth countries. 

In all these statements, and particularly in the Chancellor’s 
reply to questions in Italy, there is much more than the conven- 
tional denial of an intention to devalue which any government 
and any monetary authority is bound to make, even when such 
questions are under discussion. The Chancellor’s unconditional 
and unqualified assurance that devaluation of sterling “ will not 
take place” is in keeping with what is known of his views and 
of the extraordinary sensitiveness with which they are held. It 
should be said that there is some danger in the elevation of personal 
opinions on matters of exchange policy to the realms of rigid and 
eternal dogma. Basic conditions are undergoing constant change 
and what may be wholly justified and correct opinion today may 
cease to be so tomorrow. Britain has suffered sufficiently in 
the past in the cause of rigid and overvalued exchange rates to 
make any possible repetition of the experience intolerable. While, 
therefore, the Chancellor and his advisers may be wholly justified 
in the attitude they are now taking towards the problem of 
exchange adjustments, they should beware of giving that attitude 
a rigidity and permanence which it should never possess. An equal 
danger is to allow those views to acquire a tinge of emotionalism 
and to identify them with personal prestige. This is an issue 
where wise discretion will always be the better part of valour 


* * * 
At the BIF 


The conventional necessity of praising all exhibitions can be 
unfortunate. It is true that the appalling size and bewildering 
variety of the British Industries Fair excuse hyperbole. It is 
irue that the area of floor space is vast, the mileage of gangways 
too much for the most patient pair of feet, and the number of 
products displayed incomputable, To feel that these facts repre- 
sent a creditable effort not only of assembly but of national 
production is natural, and can do no harm. What can do harm 
is the implied suggestion that the Fair is a fully representative 
display of British industrial products. This it is not. 

The fact is illustrated in a marked way in the textile section 
(bigger, says the publicity, than any display of textiles -ever 
assembled anywhere) at Earl’s Court. A first glance shows that 
rayon is far more in evidence (relatively to the proportion of 
the textile trade which it in fact commands) than cotton. This 
is not surprising ; rayon, as a younger industry, has always been 
more conscious of the need for publicity. What is a little puzzling 
in the displays of the big rayon firms is the emphasis on sheen 
and on silk-like and satin-like fabrics. This may arise from the 
present year’s fashions, but it by no means reflects the real and 
necessary anxiety of the rayon producers to develop dull-finished 
rayon fabrics which replace cotton or wool rather than silk—or, 
indeed, the trouble which the rayon producers take, legitimately, 
to convince the public of the success they are attaining in this 
direction. 

Relatively to the rayon display, that of cotten goods is 
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more of the highest fractions from a given volume of crude. 

Far more important than anything the petroleum industry 
may decide is the attitude of most governments, which are simply 
not prepared to pay for a higher octane fuel. The United States, 
Switzerland and Norway are probably the only countries with 
80 octane petrol. Petrol supplies in all other countries are 
between 60 and 75, and mostly below 70. Motor manufacturers 
can only deduce that there will be no market for cars with a 
compression rating above the 6.5-7.5 to 1 range until petrol of a 
minimum of 80 octane is available over wide areas. If there is 
any question of the supply being restricted, re-designed cars 
would be of no use to the majority of buyers. 

The increased economy of high compression ratios should 
more than offset the extra price of high octane petrol. But since 
a car runs largely on part throttle, and the greater gain in power 
from higher octane is at full throttle, a dual system has con- 
siderable attractions. It involves either a manual or an auto- 
matic switch to a high octane fuel at full throttle, with the 
engine otherwise fed on low octane. At least one British manu- 
facturer is considering serious work on a project of this kind. 
The difficulty would be to make the engine work with maximum 
efficiency on both fuels, and unless this could be done the gain 
would not justify the complications. 


* 


As an alternative to higher compressions, engine performance 
can be improved by raising the individual efficiency of the 
engine components. The average induction system is by no 
means perfect and loses a good deal of power. Work on the 
transmission of power within the system, and in particular the 
application of some of the results of wartime study of gas velo- 
cities to the thorough burning of the fuel in the combustion 
chamber, would raise the efficiency of the engine without any 
basic changes in design. 

Temperature control has been suggested as one way to 
increase efficiency. It has, indeed, received too little attention. 
It has been pointed out that temperature control of each stage 
of the induction flow is a theoretical possibility. The idea is 
supported by practical experience gained from operating exhaust 
mechanisms by means of a coil of two metals deliberately chosen 
for their different response to heat. Some of the largest British 
firms believe that work on this kind of component efficiency is 
the most profitable study in present circumstances, and they 
have relegated higher compression ratios to a future which may 
be distant. 

There remains the possibility of replacing the petrol engine 
with a new power unit. The most likely candidate is a diesel 
engine, though engineers think more highly of its prospects than 
do their employers. The curve of thermal efficiency against 
compression ratio reaches its maximum at ratios of about 20 
to 1. The standard ratio for diesel engines is 16 to 1 and can be 
improved ; and although this is not strictly comparable to the 
compression ratios quoted for petrol engines, it still represents 
a far higher performance. Combined with their low throttle 
performance on an automatically weakened fuel mixture, it 
makes them one of the most efficient types of engine known. 
The cost of the complex fuel injection system grows in propor- 
tion to total cost as the size of the engine is reduced, and it is 
this that at present restricts their use to heavy transport. Now 
there is every prospect of a cheaper injection system suitable for 
mass production, which would make it possible to manufacture 
smaller engines at an economic price. Continental manu- 
facturers have built passenger cars with diesel engines which 
were unpopular owing to the roughness of the engine, caused by 
very sharp ignition. A two-stage injection system might take 
away this roughness without lowering the efficiency. For nearly 
a year the London Passenger Transport Board has been testing 
an experimental bus with an injection system based on a Swedish 


. design incorporating two-stage injection. It shows a great 
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provement in smooth running and noise reduction without g 
noticeable increase in fuel consumption, 7 
Even if diesel fuel were to be taxed at the same rate as 
diesel engines would still have the twofold economy of a basicall 
cheaper fuel and a basically more efficient fuel consumption, 
There may be a greater amount of research into the application 
to passenger cars if the present difficulties in the way of petrol 
engine developments look at all like becoming permanent. 


* 


On the probable place of the gas turbine in the motor industry 
feeling is strong. A turbine designed for vehicle operation 
would consist of an air compressor, a combustion chamber, a 
compressor turbine to expand the combustion gases, a power 
turbine to drive the shaft and a heat exchanger to make j 
possible for the hot exhaust gases to heat the compressed air 
before it goes into the combustion chamber. The hey 
exchanger is necessary in order to make the thermal effici 
of the turbine comparable to that of a petrol engine ; the pro- 
blem of designing a heat exchanger light enough and cheap 
enough to be practical is virtually solved. Gas turbines do not 
need a highly refined fuel, have great weight saving and do away 
with all gear transmission, a development which engineers 
believe is bound to come. 

There is a general feeling that an engine of 100 to 160 brake 
horse power is the best starting point, partly because of the 
physical difficulty of making a turbine any smaller at this stage 
(aero turbines average 2,000 b.h.p.) and partly because turbine- 
driven cars will be better able to compete with high-powered 
than with mass-produced vehicles. The Rover Company and 
the small firm of Centrax Power Units are both doing bench 
work on turbines which may prove suitable for vehicles, as 
distinct from any work done by Power Jets, Ltd. It is also 
believed that a firm in the United States has gone some way 
towards building a turbine of 50 b.h.p. 

If it can be assumed that a gas turbine vehicle is a technical 
possibility, its manufacturing costs may yet prevent it from 
becoming a commercial one. Made of the highest quality alloys 
and requiring great craftsmanship, turbines may have a higher 
manufacturing cost than petrol engines in spite of their greater 
simplicity and fewer components. The individual turbine 
blades are machined from a block of metal to dimensions of 
half a thousandth of an inch. There is a remote possibility of 
casting rotor and blades with similar accuracy, but so far the rate 
of rejects is too high to make the process practical. This limits 
the scope of manufacturing economies, which depend on 
whether the weight saving in materials, which may amount to 
half the weight of a petrol engine, including radiator and gear- 
box, will cover the higher cost in other directions. 

The fuel consumption of the gas turbine is still so high as to 
outweigh the cheapness and variety of the fuels on which it can 
run. Centrax Power Units have a theoretical solution which 
may bring consumption within reasonable limits, but which has 
yet to be worked out in practice. 

Turbine engineers are optimistic because their problems 
are new, and there is no evidence to suggest that they are 
insoluble. Since motor engineers themselves expect no big 
developments in engine design within the next five, or possibly 
even ten years, the lack of active interest shown by the motor 
industry in a long-term possibility of this kind is surprising 
Events may prove that the petrol engine has reached the zenith 
of its practical development. The value of raising compression 
ratios to figures like 12 to 1, and thus making motorists all over 
the world dependent on a supply of fuels approaching 10 
octane, has been seriously questioned. A section of the motor 
industry, not the most conservative, believes that the real futur 
of the motor engine lies in an immediate effort to raise efficiency 
within the limits of present running conditions, and a long-ter@ 
effort to develop a new power unit. iret 
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Business Notes 


Gas Stock Makes Its Bow 


The terms on which the British Gas Stock was launched on 

Monday were in welcome contrast to those offered on earlier 
compensation issues. They quite plainly gave stockholders of 
the now nationalised gas undertakings a somewhat better deal 
than could have been justified on the strictest reading of the 

sovisions of the relevant Act, which, like its Transport and 
Eiectricity predecessors, required the Treasury to “have regard 
to” the market value of Government securities at or about the 
vesting date On previous occasions, the zealous observance of 
ihis formula, under which the compensation terms were pitched 
dmost precisely in tune with the market, has had the unfortunate 
result that allottees of the stock have been unable to command, 
on an eatly sale, the par value to which they were entitled on 
giotment. The Treasury has perhaps taken to heart the charges 
of unfairness—even of sharp practice—to which the fate of the 
Electricity and especially of the Transport stockholders not 
ynnaturally gave rise. The pitch selected for the Gas stock was 
semitone or so below the dominant note in the market. It was, 
as expected, @ 3 per cent Guaranteed Stock allotted at par, but 
with redemption dates of 1990-95—or some five to ten years nearer 
than might have been justified by a strict alignment with existing 
socks, Alternatively, it has been suggestd that in the prevalent 
condition of the market the Treasury, had it wished, could have 
placed a 3 per cent “one-way option” stock, redeemable 1980 
or after. But if the 46-year maximum life was less than might 
have been justified both by the rules and by precedent, it was 
aso somewhat longer than the most optimistic had hoped. It 
was, in fact, neatly spanned by the guess here last weck of “ nearer 
to §0 than to 40 years.” 

How far the official decision refiected a more cautious attitude 
in gilt-edged management—strictly consistent with the omission 
to “call” the 1949-51 War Bonds—and how far a sharpened sense 
of fairness is an interesting subject for debate. But, whatever 
the dominant motive here, the market has had the novel and 
agreeable experience of dealing in a new compensation stock at 
a premium—and a substantial one. The size of the premium is 
not, however, a completely reliable measure of the “ turn ” offered 
by the terms. Other things being equal, it was not to be expected 
that so high a proportion of holders of the nationalised under- 
takings would be anxious to sell as was true in the earliest instances. 
Secondly, since roughly two-thirds of the vested securities 
(expected to have an aggregate value of about £200 million) remain 
to be valued, the amount of compensation stock issued this week 
was small, totalling some £68 million. Thirdly, a significant pro- 
portion of the supply prospectively available for the market had 
been in effect absorbed by buying of valued gas stocks in the 
plevious week. Some of this buying, which doubtless encouraged 
others to participate, was regarded as coming from responsible 
quarters, and established these stocks at a premium of j above 
take-over prices before the terms of the new stock were known. 
This premium became, in fact, the opening premium for the new- 
comer, but, with the market so bare of supplies, the closing price 
on Monday was as high as 101}. 


* 


This sparkling debut posed an interesting question for the 
market. When a new stock is issued perceptibly below the market 
level, the market would normally drop to meet it. But on this 
‘casion, the effects of the curious technical position in the new 
stock suggested the alternative adjustment. Early on Monday, 

Principal stock most closely affected—the Transport Stock, 
1978-88—did in fact fall 5, below its Friday close, to ro1}® ; but 
thereupon the market’s choice of alternatives was in effect deter- 
mined by judicious official support for this stock. Thereafter not 
oly did the premium on Gas stock rise fast, but almost the 
Whole gilt-edged list—with the significant exception of 3 per cent 

ption 1986-06 as well as the shorts—closed higher on the 

y. It was, in fact, quite irrational to expect the market thus 
to hold itself up by its bootstraps, and it has since reacted. At 

moment of going to press, the premium on the new issue is 

to {i, and the principal long-dated and irredeemable 
stocks are either back 10, or somewhat below, their levels of the 
of Jast week. On this basis, to the latest date, the Gas 
Stock yields £2 19s. 3d. per cent, Redemption stock yields 
{2 18s. 10d., and Transport Stock, £2 18s. 111d. Evidently, the 
adjustments are not yet complete. 


The Chancellor on Sterling 


Sir Stafford Cripps, in the course of his Italian visit, has 
made the most categorical rebuttal to date of the rumours of the 
devaluation of sterling. Answering questions after an address on 
“British recovery and Europe” the Chancellor declared that 
although he could not say whether it would be necessary to devalue 
other European currencies, in the case of sterling devaluation “ is 
neither necessary nor will it take place.” There have been other 
echoes of the Chancellor’s determination to hold on to the present 
sterling-dollar parity. Mr Chifley, on his return to Australia, 
has allowed it to be known that he was assured by the Chancellor 
in London that there would be no devaluation, adding that, 
so long as the relation between sterling and the dollar remained 
unchanged, there would be no question of altering the Australian 
pound-sterling parity. Resistance to any suggestion of exchange 
adjustments is also refiected in the answer which the Economic 
Secretary to the Treasury made this week to a question in Parlia- 
ment. Mr Douglas Jay said that no discussions had taken place 
on the adjustment of the gold price between the British Govern- 
ment and the International Monetary Fund. He added that 
other members of the sterling area were members of the Fund in 
their own right and that any discussions between them and the 
Fund were the concern of their governments alone. The British 
Government, he pointed out, is kept in close touch with these 
matters as part of the normal exchange of information between 
the Commonwealth countries. 

In all these statements, and particularly in the Chancellor’s 
reply to questions in Italy, there is much more than the conven- 
tional denial of an intention to devalue which any government 
and any monetary authority is bound to make, even when such 
questions are under discussion. The Chancellor’s unconditional 
and unqualified assurance that devaluation of sterling “ will not 
take place” is in keeping with what is known of his views and 
of the extraordinary sensitiveness with which they are held. It 
should be said that there is some danger in the elevation of personal 
opinions on matters of exchange policy to the realms of rigid and 
eternal dogma. Basic conditions are undergoing constant change 
and what may be wholly justified and correct opinion today may 
cease to be so tomorrow. Britain has suffered sufficiently in 
the past in the cause of rigid and overvalued exchange rates to 
make any possible repetition of the experience intolerable. While, 
therefore, the Chancellor and his advisers may be wholly justified 
in the attitude they are now taking towards the problem of 
exchange adjustments, they should beware of giving that attitude 
a rigidity and permanence which it should never possess. An equal 
danger is to allow those views to acquire a tinge of emotionalism 
and to identify them with persona! prestige. This is an issue 
where wise discretion will always be the better part of valour 


7 * * 


At the BIF 


The conventional necessity of praising all exhibitions can be 
unfortunate. It is true that the appalling size and bewildering 
variety of the British Industries Fair excuse hyperbole. It is 
true that the area of floor space is vast, the mileage of gangways 
too much for the most patient pair of feet, and the number of 
products displayed incomputable. To feel that these facts repre- 
sent a creditable effort not only of assembly but of national 
production is natural, and can do no harm. What can do harm 
is the implied suggestion that the Fair is a fully representative 
display of British industrial products. This it is not. 

The fact is illustrated in a marked way in the textile section 
(bigger, says the publicity, than any display of textiles ever 
assembled anywhere) at Earl’s Court. A first glance shows that 
rayon is far more in evidence (relatively to the proportion of 
the textile trade which it in fact commands) than cotton. This 
is not surprising ; rayon, as a younger industry, has always been 
more conscious of the need for publicity. What is a little puzzling 
in the displays of the big rayon firms is the emphasis on sheen 
and on silk-like and satin-like fabrics. This may arise from the 
present year’s fashions, but it by no means reflects the real and 
necessary anxiety of the rayon producers to develop dull-finished 
rayon fabrics which replace cotton or wool rather than silk—or, 
indeed, the trouble which the rayon producers take, legitimately, 
to convince the public of the success they are attaining in this 
direction. 

Relatively to the rayon display, that of cotton goods is 





MGs ach Reise Rina PE ST 


TE ES 


itste 


Sa 





AUS Saat Seah omts 


Xe 


% 





Pr ay 





ts lt Ses rane sts Dinh lo a she 
PROP, NDR P OR POE. 











rfiieabe Ss sceanane ll: WS CR a ARE 


Seer 


Sata 


me 








hi itn, Sai lA lnc nh ae a 
Bo REELS BELLE GRE PLL IRIEL PC Ok EPEAT SI 


vee 


dea w/a 


852 


more limited than an innocent visitor would expect. And 
although some distinguished firms are there, certain of the most 
distinguished names in the cotton textile industry are absent. 
Some of these, which advertise throughout the world, and which 
perhaps already maintain their shop-windows in London, feel 
secure against being overlooked. ey may’ feel that a further 
publicity effort—particularly at this time of year—cannot help 
them to sell what they are selling, to the limit of output, already. 
Well-informed foreign buyers will be familiar with these con- 
siderations. But others may not, and a reminder of it may be 
useful, 

The difficulties of textile display, as exemplified at the Fair, 
fall under two heads. One is that the exhibitor’s desire to show 
as many fabrics as his stand will hold conflicts with the elementary 
principles of simplicity and selection. The other is that the 
texture of a fabric—not the least important ingredient in its 
attraction—is easily pushed out of sight by the anxiety to display 
colour and pattern. The stand of British Nylon Spinners Limited 
is exceptional for its success in overcoming both kinds of diffi- 
culty. 

It was impossible to find at Earl’s Court a textile firm which 
Was not concerned in one way or another about the rising costs 
of production ; but concern tock different forms. One large firm 
said roundly that the dollar markets were hopeless, but it was 
doing excellent business in those soft-currency markets where 
high prices were of less account. Another was confining its sales 
effort in North America to very expensive lines in which luxurious 
quality and “ eye-appeal ” could offset almost any price difference 
—for a limited class of consumer. A third, a very big vertical 
combine, declared its unvarying refusal to charge any higher 
prices to soft-currency markets than to the United States itself. 
This firm was using every resource of its organisation at every 
stage of production to keep prices down, but said that this was 
hard going ; the economic wind was set the other way. 


x * * 


@ew Depreciation Allowances 


The Finance Bill this year contains no major surprises, nor 
does it seem, on a first scrutiny, to present any such tormenting 
problems as those with which the City has had to wrestle 
in recent years. For industrialists and most City interests, the 
most important clauses which will merit detailed examination 
are those relating to depreciation allowances on plant and 
machinery ; to the new depletion allowances on wasting assets in 
oil and mining properties abroad ; the complicated rearrangement 
of death duties ; annuity payments by way of loan ; and the con- 
cession to Lloyd’s and other underwriters. The terms of the 
abolition of the bonus issues duty appear to be quite straight- 
forward, while the annuity clause, as expected, appears to apply 
only to policies such as the “ advance ” annuity contract offered by 
the Wesleyan and General Assurance Society. A useful and 
overdue concession to British concerns trading abroad is made 
by Clause 19, which, subject to closely defined conditions, per- 
mits the deduction from profits of interest paid gross to non- 
residents. 

The main clause relating to depreciation of plant and machinery 
(Clause 16) confers the doubling of the Initial Allowance (making 
it two-fifths) without complication or reservations, but it is worth 
emphasising again that the raising of the amount which may be 
written off during the first year has the effect merely of accelerat- 
ing the writing-off which would otherwise be permitted by the 
annual ‘allowances. The system of balancing charges (or allow- 
ances) on sale or scrapping of the asset still operates and has 
the effect of returning to the Revenue in the end roughly the sum 
which it forgoes at the outset. The cash gain to the taxpayer 
consists only in interest on this sum—which is, in effect, an 
interest-free loan from the Revenue—plus the possibility of a 
saving if rates of tax are lower in the final year than in the 
initial year. The Bill does, however, make some innovations 
affecting annual allowances. In the past these have normally 
been computed by the “ reducing balance ” method (whereby the 
agreed uniform percentage has been applied each year to the 
written-down value in that year), whereas the “ straight-line ” 
method (where the appropriate percentage is applied continuously 
to the original cost), though available, has rarely been used 
except for ships. Now, however, the Sixth Schedule to the Bill 
details both methods, and specifically defines the right of the 
taxpayer to elect for the second method if he can satisfy the 
Revenue that adequate records are maintained. The only change 
here appears to be the definition in law of a system which has in 
practice been available, on similar conditions, in the past. The 
same Schedule, however, makes one change which seems signifi- 


cant. By implication, it makes it clear, as expected, that the 
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doubling of the Initial Allowances raises no presumption of 
need for change in the Annual Allowances. But in defini a 
way in-which, these shall be computed when fixed or revised : 
appears to set wp the principle that the residual value (below 
which no further writing-down would be allowable) shal} be 1 
per cent of original cost. But, for the present at least, the dlhewia 
this restriction appears to be negatived by a further provision thar 
existing annual allowances may be applied (unless the : 
sioners regard the percentages as no longer appropriate) eyen 
though they would reduce the value of the asset below 19 
cent during its normal life. Parallel provisions are included in 
the definition of the alternative straight-line method. 


Finance and Investment 


Higher Bank Deposits 


The clearing banks’ return for April, being the first this 

to fall outside the period when the banking position is dominated 
by the seasonal inflow of revenue to the Exchequer, will be 
scrutinised with particular care for any signs of the underlying 
trend. On this the evidence is rather inconclusive. As 

the sequence of monthly declines in the volume of deposits has 
been interrupted, and net deposits have risen by £44 million 
This, however, is a smaller expansion than occurred in April, 
1948. Moreover, for the first time since the phase of wartime 
credit creation began, net deposits (though not total deposits) are 
lower than at the corresponding date a year earlier. Ostensibly 
there was during the month a small net repayment of indebtedness 
by the Treasury, since an increase of £694 million in the banks 
holdings of Treasury deposit receipts is more than offset by a 
decline in their money market assets (bills and call money) by 
£72.4 million. 

Cash holdings, however, owing to a glut of funds in the shor 
loan market on make-up day, have risen by no less than £258 
million, raising the cash ratio from 8.16 to 8.50 per cent. Had 
it not been for this technical influence, holdings of floating debt 
would probably have been almost correspondingly higher. Even 
so, the Government appears to be leaning less heavily upon the 
banking system now than at this time last year ; and that, given 
the change in the state of the overseas balance of payments, is a 
heartening sign. Twelve months ago the Treasury was still 
securing a significant amount of finance from the sterling counter- 
part of the external deficit, whereas now the proceeds of Marshall 
dollars are in effect being used to repay indebtedness or to make 
new loans or grants to the soft currency countries with which 
Britain is running a surplus on current payments. On the other 
hand, it needs to be remembered that the seasonal expansion of 
the note circulation has been much greater this year. than last, 
and this expansion should have tended to reduce the volume of 
deposits. 

An increase of £15 million in bank advances on the month 
suggests at first glance that the curve of industrial demands, after 
flattening out, is beginning to rise more steeply, since the corre- 
sponding increase last year was only £7,300,000. Closer oa 
tion suggests that this conclusion is at least premature. 
month’s increase is wholly accounted for by a large rise in the 
advances of the National Provincial Bank, the figures for which 
are well known to be subject to erratic movements. Eight of 
the eleven banks report a net decline in advances during the 
month. 


* * * 


Cable and Wireless Future 


Sir Edward Wilshaw’s speech at the Cable and Wireless 
meeting was, of course, dominated by his statement on the board’s 
policy concerning the future of the undertaking. The Tribunal’s 
award of £32,195,000 (about £12 million more than the best pft- 
arbitration bid by the Government) for the group's shares 
in the operating company was satisfied, it will be recalled, by 
the issue of £15,676,202 of the 1960-70 3 per cent Savings 
and £15,762,545 of the 1965-75 issue. Of these holdings £10t 
million has been sold “at a profit” and apparently the re 
is more or less on tap to the market. There is also £2,087,82 
gross interest accrued since the take-over date. Allowing fot 
appreciation on securities held, there appears to be some 
million of net assets available for the holders of the £2,000,000 of 
Eastern Telegraph preference stock, and the £16,767,000 5 
cumulative preference and £6,883,000 ordinary stocks of 
and Wireless. 

Given this background, it was perhaps inevitable that som 
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May The British Industries 
Fair opens in London and Birmingham early in 
May. This great display refiects the skill] and 
resourcefulness of the people of this country in 
providing the exports so essential to our 
bhational well-being. Many exhibitors enjoying 
an international reputation can recall their first 
steps, some as smiths in the Midlands, some as 
other craftsmen there or elsewhere, and not @ 
few will remember the aid and support received 
from the Midiand Bank. Today the Bank is as 
realy to meet the needs of those whose require- 
ments are modest as it is to transact business 
for the great industrialists. From over 2,000 
branches and from stands at the exhibition the 
Midiand Bank offers its services to all having 
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ordinary stockholders should strongly favour a policy of outright 
liquidation, because on paper their stock would be worth some- 
thing in the region of 400 on a break-up. But their only, and very 
slim, chance of success would be a compulsory winding-up order 
of the court. City interests which have taken the opinions of 
leading members of the Chancery bar are convinced that the 
chances of a successful “substratum gone” case are all but 
negligible. The principal “ objects” clause of the memorandum, 
which embraces in the same sentence a far wider range of interests 
than merely the shares of the amalgamating telegraph companies, 
is only one of a number of high barriers to a successful action 
on these lines. There is, equally, little chance of a voluntary 
winding-up, partly because a very large proportion of the ordinary 
stockholders are also holders of the preference—and most of those 
who are interested in both classes are predominantly interested in 
the preference. This is the combined result of the original dis- 
tribution of stocks to the old telegraph companies and of the 
subsequent reconstruction scheme. Arithmetical calculations of 
the distribution of voting power (on the basis of one vote for £10 
preference and one vote for £1 ordinary) usually ignore this 
factor ; and, even if it did not exist, the voting power controlled 
by the company itself and by associated interests, with the support 
the board could reasonably expect from the stockholders, would 
most probably be sufficient to turn the scale decisively against 
any rebel policy. Apart from such considerations, the facts of 
the financial situation suggest that a balanced policy of distri- 
buting at least the major part of the compensation, reducing the 
preference capital, and continuing investment operations prob- 
ably comes nearest to meeting the common interest of the general 
body of members. 
* 

Despite recent market fears, it is evident that the reduction of 
the burden of the 5$ per cent preference capital, quite insupport- 
able as part of the capital structure of an investment trust, must 
be accomplished by a proper financial recognition of the privileged 
position of these stockholders. Their support for the reconstruc- 
tion scheme, which is indispensable if the ordinary stockholders 
are to have the prospect of earnings compatible with their 
“break-up” (even after a large capital repayment), must be 
purchased at a fair price. Sir Edward Wilshaw’s carefully pre- 
pared statement ieferred to “a balanced scheme of reconstruction 
which has regard to the various classes of shareholders.” This 
seems to suggest that the board has in mind the position of the 
Eastern Telegraph preference ; but the position here is delicate 
because of the rather strong chance—in view of the restricted 
character of the memorandum—of securing a compulsory wind- 
ing-wp order in this case. Even should such a move be success- 
fully attempted, the effective outcome for the preference 
stockholders would still depend on the unsettled question of the 
application of the capital and revenue surpluses to which the 
preference stockholders lay claim. On the whole, a compromise 
solution is likely to save time and money all round. It will 
presumably be an objective of the board, in putting their scheme, 
to frame it in such a way that no one will thiak it worth while 
to go to litigation—particularly in view of the lengthy delays 
such action would involve. 


* * = 


Franco-Swiss Recriminations 


The attempts to renew the Franco-Swiss payments agree- 
ment which expired at the end of April have met with serious 
difficulties, and are beginning to degenerate into a series of re- 
criminations and reprisals by both sides. The latest of these is 
the decision announced by the French authorities this week to 
suspend the quotation of the Swiss franc on the free foreign 
exchange market. The basic differences between the two 
countries derive from the deficit at which French payments with 
Switzerland have been running. To remedy this, France has 
ordained severe quantitative restrictions on traditional Swiss 
exports such as watches and lace, for which the Swiss authorities 
for their part are demanding high quotas. Another source of 
trouble is the French authorities’ unwillingness to pay what the 
Swiss regard as appropriate compensation for Swiss interests in 
French nationalised undertakings. The Swiss authorities have also 
objected to the manner in which Swiss franc accounts of French 
residents and trusts are being used, or rather abused, in various 
tax evasion dodges. These operations impinge on Swiss financial 
relations with countries other than France, notably on those with 
Great Britain. Some of the remittances being made to Switzer- 
land on sterling securities held by non-residents are in effect on 
French and not on genuine Swiss account. The Swiss authorities 
have therefore decided to block the amounts paid to Swiss banks 


in favour of French citizens. This move appears to have been 
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taken a3 a declaration of war. The French authorities ate ex. 
pected to decree similar blocking of Swiss credit balances ( 
there cannot be many of these) and to suspend financial transfer, 
to Switzerland. 

The latest specific move in this tit-for-tat exchange, the sy;. 
pension of Swiss franc dealings in the free market in France, jj 
not expected to have serious consequences. It means that hence. 
forth the Swiss franc rate will be established in the same way a 
the sterling rate, that is, on the basis of the commercial rate fo 
US dollars multiplied by the official parity. The interests that may 
be penalised are those of Swiss tourists in France, who may have 
to accept this rate instead of the free rate which has hithertg 
been available to them. There is, however, so strong and well. 
developed a black market in Swiss francs in France that little 
difficulty is likely to be experienced in evading this suspensiog, 


x * * 


Pointers in Industrial Profits 


The spate of company results to be issued in the past two 
weeks provides a useful cross-section of the trading experienc: 
of British industry in 1948. As might have been expected from 
the records achieved in steel output, heavy industry shows up 
well, but even here there are striking contrasts. For instance, 
while Stewarts and Lloyds have succeeded in increasing group 
profit by over 20 per cent, John Summers, despite an increas: 
of 60,000 in its output of stecl, has reported a decline in profit 
of £178,840 to £2,379,217. Higher labour costs and a rise of 5s, 
a ton in the price of coal have evidently more than offset the 
economies resulting from the improvements to the John Summer 
strip mill, and the inference can be drawn that the company’s 
decision voluntarily to reduce the price of steel by £1 a ta 
during the year may have been untimely. Stewarts and Lloyd; 
have no doubt benefited greatly from new postwar installations, 
whereas only slow progress has been made with capital projects 
by John Summers. Pressed Steel is one of the smaller steel firms 
whose results reflect expanding capacity, and among the giants 
Vickers’ profits have expanded by nearly £3,000,000 to £8,655,353. 
The experience of the shipbuilding industry has also been satis- 
factory—even if supplies of steel were less than demanded—sinc: 
the profits of Cammell Laird have risen from £690,143 t 
£811,939 on the year. Prosperity in the electrical equipment 
sector is typified by the results of Associated Electrical Industries 
with an increase of over 60 per cent in net profit to £2,524,000, 
the boiler-makers by Babcock and Wilcox, whose profit is mor 
than 50 per cent higher at £1,461,839, and the brick industry 
by London Brick with a profit increase of a similar magnitude 
to £620,231. 

The motor industry has provided another contrast in trading 
experience. Ford Motor’s preliminary accounts for 1948 reveal 
an expansion in total profit from £3,888,114 to £5,645,216 (u- 
cluding £637,919 not relating to the year). But Morris Motors 
has suffered a slump in profits of more than £1,000,000, from 
£2.622,636 to £1,513,555, over the same period. Lord Nuffield 
had prepared stockholders for such a result at the meeting last 
year, so that no surprise should have been caused in the event. 
The preliminary profit statement has now explained that the 
results were affected by cuts in the export prices of superseded 
models in the ten months prior to the introduction of the new 
Wolseley and Morris models last October, and that retooling for 
five new models has had an adverse effect on production. The 
unfavourable impression made by the Morris preliminary results 
was to some extent offset by statistics given by the company 
earlier in the week showing that exports to the United States 
and Canada for the first four months of 1949 were double thos: 
of the corresponding period last year. The results of Home and 
Colonial Stores for 1948 need to be read in conjunction with the 
report for an indication of the trend of profit in the distributive 
trades. The improvement in consolidated profit from £1,275,78 
to £1,309,241 appears satisfactory, especially as the latest figure 
has been arrived at after heavier deductions for depreciation 
pensions than in the previous year. But it masks the fact stated 
in the report that retail business has been less profitable than © 
1947. The better general result is attributed to the good pet 
formance of factory operations and overseas trading.  Plastis 
appear to be the only real blot on the industrial landscape © 
1948 as depicted by the latest industrial results, although the 
and light engineering industries have still to show their form 
The performance of P. B. Cow had already been announced 3 
poor, and the full accounts fully confirm earlier fears. 
parent company’s net profit of £220,225 in 1947 has bee & 
placed by a net loss of £46,473, while only the appropriatio® 
ot part of the pre-acquisition profits of subsidiaries has 
the group as a whole to show a net profit of £67,929 in 1948. 
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of British Xylonite are, if anything, almost as unsatisfac- 
jory, since consolidated net profit has dropped from £289.506 to 
, But here there are no memories of a recent prespectus 

ys in the case of P. B. Cow. 


* a n 


«Unvalued ’’ Gas Securities 


Of the stockholders in the 630 gas companies to be 
pationalised, holders of 177 securities in only 66 companies 
know the precise amount of the Gas Stock to which they became 
entitled on May ist. The remainder must await agreement 
between their representatives and the Minister of Fuel and Power 
on the compensation sum to be awarded. Failing agreement, 
sockholders may resort to arbitration, in which “all relevant 
factors” will be taken into consideration. Since the valuations 
of gas stocks so far announced conform fairly uniformly with 
Stock Exchange valuations—there are several notable exceptions— 
the holders of unvalued securities may take some comfort in the 
utimate safeguard of arbitration. For this method has already 
proved a useful safety-valve for stockholders in other nationalised 
concerns, as Sir Edward Wilshaw reminded the stockholders of 
Cable and Wireless (Holding) at the recent annual meeting. If 
there is any complaint with the provisions of the Gas Act in 
this context, it is that interest on the unvalued securities, though 
accruing from the vesting date, will not be payable until the 
compensation value is fixed. This may cause some hardship, 
for, judging from the tedious delays in valuing miscellaneous 
securities under the Transport Act—and in gas the number is 
much greater—it is expected to be at least a year before all 
gcurities are valued. The Gas Council has power, however, to 
make interest payments on account. The inevitability of delay 
in valuation springs from Clause 26 of the Act, which allows 
special compensation for companies whose sales in 1943, 1944 
and 1945 were substantially lower than in 1938 owing either 
te war damage or movements of population. Obviously, it will 
not be easy to decide the extra amounts to be awarded. Applica- 
tions by stockholders’ representatives under this Clause must be 
made before mid-September. 

There is, perhaps, substance in the grievance that the holders 
of unvalued securities are faced with a period in which dealings 
in their securities may be difficult to negotiate, since a buyer of 
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such stock would in effect be acquiring an unknown amount of 
British Gas Stock. Indeed, the link between “ unvalued ” securi- 
ties and the level of gilt-edged prices is by no means precise, 
since any calculation of the amount ef Gas Stock ultimately to 
be awarded must be based on a further estimate of the results 
either of deliberations with the Minister or of arbitration. 


Industry 


Principles in the Steel Bill 


The changes which the Iron and Steel Bill underwent in the 
report stage, now concluded, are substantially those which arose 
from the committee proceedings; there are no real novelties. 
The powers of the Iron and Steel Corporation and its “ general 
duty” are restated, the consumers’ council is reconstituted, and 
the frontiers of the nationalisation measure are rectified to exclude 
a few borderline concerns. Some obvious defects of drafting are 
put right. Beyond that, the Bill is in substance unchanged. 

One question of major principle has recurred with increasing 
persistence and clarity throughout the proceedings on the Bill. 
Since Parliament is setting up an Iron and Steel Corporation, 
there must be some definition of the corporation’s powers, duties, 
and purpose: that is evident. Ought the definition to be made 
by statute, or ought it to be left to Ministerial discretion? At 
every poini on which this issue has arisen it has so far been 
decided, effectively, against statutory definition and in favour of 
Ministerial discretion. From the sheer difficulty of what the 
Government is attempting to do, the tendency emerges to place 
the Government and its ofishoots abeve and outside the law. 
Where the Bill is precise, it is precise at the expense of private 
enterprise ; where it is vague, it is vague for the benefit of the 
corporation, or of the Ministry of Supply. 

The shadowy nature of the restrictions placed on the Corpora- 
tion’s power to discriminate between one consumer of steel and 
another were discussed in a Note last week ; any effective restraint 
will have to come from the Minister and not from the law. 
Although the Government’s intention that the corporation shall 
be a holding company rather than a direct trader has now been 
made clear, the wording of the Bill still permits the corporation 
to engage directly in any of the countless activities in which the 








In 1831 The increasing wealth and trade of Liverpool 


treated the necessity for greater banking facilities, and the Benk of Liverpool— 
Martins Bank, as it is known to-day—was founded in that year. The times 
Were momentous ; the Napoleonic wars were left well behind, we were on the 
threshold of those railway and great mechanical advances which were to lead 
in the proud progress of the Nineteenth Century, and in the House of Commons 


Sit Robert Peel was adding lustre to bis name. 


Over the course of the next fifty years the deposits of the new hank rose to 
14,000,000, and to £110,000,000 within its centenary. The 
figure to-day is in the neighbourhood of £290,000,000, and 
branches number nearly six hundred. 
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Trade with the East 


Merchants and Manufacturers visiting the 
BRITISH INDUSTRIES FAIR 
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publicly-owned companies are engaged—provided that the 
Minister consents. But while the corporation (with the Minister’s 
backing) can de virtually anything, the Minister takes almost 
unlimited power to exclude, restrict, or harass mewcomers to iron 
er steel production. It is worth noting that while companies 
already producing less than 20,000 tons of ingot steel a year, or 
$0,000 tons of iron ore, will be entitled to a licence to continue, 
1ewcomers will have to ask for a licence for more than 5,000 tons ; 
and the newcomer’s licence will be subject to almost any trading 
limitation which the Minister sees fit to impose. The importance, 
in an industry to which technical change is so vital, is evident. Mr 
Strauss’s reply took it for granted that the public interest would 
require him to protect the corporation from competition. But 
is the Minister’s wisdom always a sufficient safeguard against the 
ill-advised use of power ? 


* * + 


Re-equipment and Prices in the Cotton Industry 


The Board of Trade has extended from April 30th this year 
to April 6th next year the time-limit within which cotton 
spinning firms applying for the re-equipment subsidy must place 
their contracts for new plant. The possibility of this extension 
was discussed in a Note on April 16th, which also outlined the 
more liberal interpretation now given by the Board of Trade to 
the number of spindles required to qualify a spinning group for 
re-cquipment subsidy under the Act of 1948. The final date for 
placing contracts is now the same as the final date on which 
applications for approval of new company groups must reach the 
Board of Trade. It was originally fixed for last month in the 
hope of encouraging spinners to place their orders for new 
machinery early ; but the hope proved mistaken. Conditions of 
this kind helped to obscure the original intention of the Act, 
which was to encourage the spinning industry to amalgamate and 
re-equip ; and their removal may help the Act to achieve its 
purpose. The extended time-limit should also enable some 
spinners to reconsider their attitude to re-equipment in the light 
of the increased initial depreciation allowance on new plant and 
equipment, introduced in last month’s Budget. 

It is possible also that the removal of the price controls and 
price-restricting agreements from cotton yarns may encourage 
spinners to take a more cheerful view of their chances of getting 
an adequate return on any new investments. Such an assessment 
would need, however, 10 take into account not only the immediate 
prospect but also the longer-term possibilities. There seems 
little doubt that the removal of the price controls for yarns and 
for foomstate cloths will lead to an increase in yarn prices, and the 
expectation in the trade is that prices will rise at every stage of 
production. This feeling is borne out by the action of the finish- 
ing end of the industry, which announced higher charges this 
week for printing, dyeing and finishing. So far as utility cloths 
are concerned, the consumer will for the present be sheltered from 
the effects of these intermediate increases by the statutory 
“ceiling” prices, which remain in force ; the converter’s margin 
will therefore be forcibly reduced. WNon-utility cloths for the 
home trade will be made disproportionately dearer by the inci- 
dence of purchase tax on the higher cloth prices. Cloths for 
export, which have so far had the benefit of restricted yarn prices, 
will presumably become dearer too, and the immediate effect of 
this can only be to drive more of the Lancashire export trade 
away from the hard-currency markets which are so critical about 
British prices, and into the soft currency markets. In the long 
run, unless costs can be brought down again, a shrinkage of the 
total volume of export trade in cotton textiles can hardly be 
avoided. 

With the further relaxation in the open export system, which 
the Cotten Board has announced, manufacturers and converters 
are freed for the next four months from the obligation to ear- 
mark their production in advance for a particular “ market group.” 
They will, therefore, be able to sell their export production in any 
export market. The Board of Trade, in announcing the relaxa- 
tion, reminded exporters of the ‘need for increased exports to 
dollar countries and to other hard currency markets (it mentioned 
particularly Argentina, Belgium, the Belgian Congo, Persia, and 
Switzerland) where Britain is mecting special difficulties in paying 
for its imports. Bui. it is hard to see that, with prices continuing 
to gise, the reminder can have any striking effect. 


* * * 


The Case for Free Cement 


The Labour Party case for a nationalised cement industry 
has been answered in some detail by the Cement Makers’ Federa- 
nen and by spokesmen of the cement companies. themselves. 
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Against the charge that the industry is a private mongpol “a 
high profits out of the control of an essential raw mateaal ae 
federation has appealed to the evidence of two official COMAMItiee 
to show that cement is made by nine independent firms in addir; 
to the Associated Portland Cement group. In a statement Cite 
lated with the company accounts Mr Halford Reddish, chairman 
of Rugby Portland Cement, said that while production costs have 
risen by 94 per cent since 1939, the London price has risen b 
only 53 per cent. This compares with a rise of 104.5 per _ 
in the price of building materials generally. As to the Profits 
made on cement, they represent 2§s. in the cost of a £1,500 house 

The cement manufacturers claim that theirs is the Only British 
industry in which productivity is higher than in the United Staie; 
and that cement is one of the few products of this country with 
a price below world prices. In the five years before the wa 
obsolete plant of an annual capacity of 125,000 tons was sctapped 
and modern plants with a capacity of 2,250,000 tons were built 
Monthly production has risen steadily from an average of 643,099 
tons in 1938 to more than 850,000 tons in the best months of 1948 
But this has only been done by putting a considerable strain on 
existing plants, the newest of which have by now been i 
for more than ten years, much of the time at full stretch, Tig 
industry has found it hard to, get approval for any capital exten. 
sions. For one project it took three years and three Public 
inquiries to get preliminary permission from the Town and 
Country Planning authorities alone. Since the beginning of the 
war, no new kilns have been built, amd the few new mills ag 
limited to what supply can be obtained from the old kilns. 

Cement prices are controlled by the Ministry of Works ; this 
may explain the low rate of profits. But the control, however 
useful, has accentuated the monopolistic features of the industry. 
At present capital costs and prices, it is hardly possible for a new 
firm to enter. The new entrant would start with a handicap of 
9s. a ton on depreciation allowances alone. Enxisting firms claim 
that they can incur these heavy investment costs only because they 
have a large number of other productive units over which p 
spread the charge. 


* * * 


Economics of Opencast Miniag 


The Select Committee on Estimates, in its sixth report for 
the Parliamentary session, criticises the Ministry of Fuel aad 
Power sharply for the high cost of some of the Ministry’s open- 
cast mining operations. Since 1941, when the Ministry undertook 
the responsibility, opencast mining has come to be an important 
and regular supplement to the inadequate supplies of deep-mined 
coal. The Ministry justifies its cost policy on the general ground 
that opencast coal replaces not deep-mined coal of average cost, 


Cost Per Ton oF Opencast Coat 


Por rs 
1945-46 1946-47 | 1947-88 | 1948-49* | 1949-50" 


| 
} 
| 
j 
i 


| 
j 
| 
| 
| 





























Bort d i % 1 4 1 ¢ i ‘ 7 5 
ng and prospecting.. { 4 3 3 
Production costs..... oes 31 2 21 % 8 20 1; 80 
Services :—- j 
2) Capital swe csaceews 20 es 10 1 0 3 
(2) Operational ....... 6 0 5 8 5 7 6 0 5 4 
SOE psinvdaontnachus nt o-2 4 2 ill 190 7 
Selling expenses ........ 17 20 3 3 1 
Josip AMD 19 16 1 6 14 
Loss in volume, quality, | } 
RU chaewianeied testa 7 1 6 a +e 1 3 1 0 
Compensation, etc....... fo CT ti ag 1 Sefeos tb Sei FS 
> a’ 
Tota! cost per ton ..... ; SQM. | @6 @ | 42 2 4°48 Y 4859 
Selling pricey ......... . SS 4 6 Oo |. OF 20 | m6 
Deficit per ton produced M 8 pe 8 ot 7 ore 6 2 
| “ons {Tons | Tons | Tons |. To 
Quantity produced... ... | 7,929,000 | 8,692,000 ; 11,115. 000 | 12,000,000 | 15,5080 
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t Average price for normal quality, all grades. 
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but aumarginal quantity which would be produced in the mines 
if it could be produced at all—at very high cost. A glance 3 
the high cost of deep mining in some coalfields, and in the kes 
economic collicries which are still being worked throughout mF 
country, shows the force of this argument. It does not, howere 
invalidate the need for a review of opencast coal policy of th 
kind which the Committee suggests. It is true that, @% the 
accompanying table shows, average costs have declined, and 3 
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price of coal has imereased the margin of loss has been cut 
fom an average of 17s. 8d. a ton in 1945-46 to an average of 
2s. 6d. a ton to-day. But when prices are brought down 
_ to the true quality of the opencast coal, the loss 
slightly increase agam. It is not ® satisfactory position. 
The Select Committee directs its criticism less to the average 
costs or the average deficit than to the remarkable variations 
ghich mark the Ministry’s prices to contractors for the coal- 
ing operations. One contract in force at the beginning of 
this year provided for a price of 57s. 4$d. a ton, while the lowest 
contract price Was 148. 2d. and the average 20s. 6d. a ton. Of 
the 119 contracts in force, 24 carried prices of more than 4os. a 
_ The official explanation that these were the only ways of 
ing urgently needed coal, and of keeping plant employed until 
better sites were ready, did not impress the Committee, which 
comments : 
ft seems clear that the Ministry has been obliged to use expensive 
gtes because sufficient alternative cheaper sites have not been 
prospected and prepared. 


Greater foresight, better preparation, and the inspection of 


$57 


increased, and to a greater extent tham imports from these 
countries. The sterling area, in fact, took one-half of Britain’s 
total exports during January and February. In the last three 
mosths of 1948 this proportion was only 48 per cent. 

The marked improvement in the balance of British trade with 
the Western Hemisphere, compared with the first quarter of 
last year, has been achieved by a reduction in imports from the 
Western Hemisphere rather than by an expansion in exports to it. 
This at least gives am indication that some switch from dollar to 
Sterling sources is taking place. But the dollar balance would 
look more healthy if exports to hard currency countries could 
expand at the same rate as those to sterling markets. 
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Base Metals and the Export Drive 


Prices for both copper and zinc have fallen again in New 
York. Towards the end of last week zinc declined by 4 cent to 
12} cents a lb (the equivalent of £69 ros. a ton), and at the 





os beginning of this week the world export price for t, which 

ne costs at each site (rejected by the Ministry on grounds of expense) et quoted as ‘iddininal declined ori abiee ‘ ieF seks Ib. 
would have prevented this. The Committee recommends closer (£103 a ton). British prices, however, have remained unchanged, ‘ 
ien- central control, with regional officials referring to headquarters all and hopes that at the beginning of May the Ministry of Supply 4 
hic contracts at prices above the average. It would then rest with would bring its selling prices more into line with world levels 4 
and the Ministry met to enter mto a contract involving a large deficit have been disappointed. Copper is still £140 a ton, or £37 above 3 
the “unless they are satisfied that it is necessary in the national the correspanding price im New York, and zine £101 a ton, which te , 
” imerest that the coal should be got. as is £31 10s, above the current American quotation. These differ- me 
: The Ministry’s policy is to reduce opencast mining as soon as ences are Serious and impose a heavy burden on British industry, ipa 
this Unfortunately, the weight of “the national interest” although the Ministry of Supply may not think so. 14 d 
ome is more likely to increase than to decline until output of deep- The cost of non-ferrous metals is a small part of the price of as 

try. mined coal rises substantially. ‘The opencast target for the most end-preducts, and from this it is sometimes argued that a 

acy year 1949-50 is 13} million tons, and exploitation of opencast since exporters should concentrate on selling finished goods rather fi 
p af resources at this rate wilt hardly permit concentration on the than semi-mamufactures, the export drive is not hampered by the v 
am economic sites alone. relatively high cost of metals. But the argument is specious. ‘2 
The high cost of raw materials tends to inflate all other costs a 
3 


throughout the chain of production, and to make the cost of the 
end-product more than proportionately higher It tends to inflate 
the entire British cost structure relatively to the world cost 
structure. Jf all the non-ferrous metals bought by the Mimustry 
of Supply went into goods for the home market only, their higher 
cost would still hamper the effort to export by keeping some 


Trade and Commodities 
The Direction of British Trade 
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fot Akhough the direction of British trade tends to fluctuate ' ee . ivy ‘cially hi i : 
pie ium month to month, the tendency shown in the first two ‘/€ments in the cost of living artificially high. as i 
months df the year is disquieting. In February, when Britain’s If centralised purchasing has to be retained for political or wie | 
ee “crude” adverse balance amounted to less than £17 million—the  S0Ct#! reasons, it must be ‘cigs such % manner Ni br oun em 
io lowest level for more than 2} years—there was virtually no reduc- ee Seeeer . aan ~_ ware meer es Fh Tee al sha He: 
ned tien in the deficit with the Western Hemisphere. The improve- fall is es econ eet A a co ot. Ginale ‘coud de iy 
ol ment was largely accounted for by an increase im the favourable . - $HO me ' Each PP +. : +s 
e telaoce of Britain with the stesling area. Yet it is the dollar WOtS¢ tan te reopen the London Metal Exchange, Which was 4 a 
Cost, useful dollar earner before the war. a 
BriTAIN’S BALANCE OF TRADE oe 
me lion) ee 
ee ——- a Wa Shorter Notes E 
Average Monthly Rate eo hie 
— | sae Gay ae eee __. "The Exchange Bank of India and Africa, founded in’ 1942, a 
a. Area eek 1 Geen | Third Pree | Son suspended payments on Monday, a notice from its Bombay head 1 
; Quarter | Quarter | Quarter Quarter | and Feb., office stating that it was “temporarily unable to meet its obliga- ou 
LAR RREGEE okt kal aeons oF tions.” A parallel notice was posted outside the bank’s London fm 
j Sa ay fe age "~~ office, opened as recently as 1947, on the followimg day. The ne 
a a ee ot See rhe ae kal ah, eee” Eee eS bank’s paid-up capital is Rs. 2,999,465 (£225,000). The balance oo. | 
4 Amgentme Republic .......... Li G1 om BO 1. — 66 | — 4-3 — 5-3 sheet for end-1r948 is not yet available, but that for December 31, aia 
P ps oe | ah Me worry woe ¥947, revealed a sharp contraction in business. During the year de- i ae 
3 eetries, bu inchading Japes'| 5 bes posits declined fram Rs. 59,561,974 (44,458,000) to Rs. 39,954,431 
Wt Gms cee | FER LTT | Pre | ses | ees 2995.00), and acceptances from Rs, 25,314,889 (L4,898,009) to 
é Weitth Colonies........ 0 f 23 f — 89 | 14) + 2:5 + Ol Rs. 3,942,802 (£295,600); the balance of profit and less account : 
oF eee oe ees ee Ts + Oo} fell from Rs. 726,876 (£54,600) to Rs. 372,141 (£27,950). The re 
les everseas. pessesnions, | bank’s shares are quoted in Rs. 50 units on the Ifidian stock hk 
ns een a howe. the | Se | a6 Asosiiee markets and had recently fallen to Rs. 20. Claims on the bank mete 
_ fReiemios ot bs et eel, - Fer ee | — 0S by the London market are understood to be insignificant, apart el 
fica a Se) brat See -| ea a git obese Plies Aaa moderate amount covered by the retention of shipping | | nak 
a1 eee. documents. eg: 
seal Source: Board of Trade Journal. : a i ya 
on —_ EE * a ” Reports from Rio de Janeiro having left litthe hope’ that the ae % 
deficit which must be reduced, especially as Britain has now to wreck of the Royal Mail Line Magdalena could be salvaged, the a ry 
ene Mce its wheat purchases from Canada with earned dollars and majority of the marine underwriters and imsurance companies ta 
oe may have to pay for Canadian cheese and bacon im the same way. affected have decided to settle a total loss claim. Though some a 
e ot In the first two months of the year, the British deficit with property is expected yet to be salvaged, this is not likely greatly ne id 
less United States increased compared with the last quarter of to reduce an insurance loss which exceeds £2,000,000. at eee 
‘the 1948 owing to heavier imports of cotton and refined petroleum. ® ! 
, The deficit with Canada, on the other hand, declined because : a p 
the imports of Canadian timber, non-ferrous metals and dairy produce _ The prices of heavier fuel oils supplied by the Shell and pe ‘Rs 
the Wee smaller. But British exports to both countries were at a Iranian groups have been reduced by a further jd. and a FS ee 
1s wer monthly rate than in the last quarter of 1948. Exports to gallon. Prices for heavy oils. have now been reduced by 14d. p 
Argentina also declined, whereas these to the sterling area since the beginning of the year and of light fuel oils by 14d. : 
t 
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COMPANY MEETINGS 


PEARL ASSURANCE COMPANY, LIMITED 


TOTAL FUNDS EXCEED £160,000,000 


NATIONALISATION PROPOSALS CRITICISED 


MR G. R. L. TILLEY’S STATEMENT 


The annual general meeting of the Pearl 
Assurance Company Limited will be held, 
on the 26th instant, at the registered offices, 
High Holborn, London, W.C.1. 

The following is the statement of Mr 
G. R. L. Tilley, M.A., F.C.L.S. (chairman), 
circulated with the report and accounts :— 

In commenting on the events of the past 
year, I should like first to refer to the appoint- 
ment of two new directors, Mr G. Kitchen, 
M.A., and Mr R P. Sargent, to fill existing 
vacancies. They are both young men of out- 
standing ability who have risen rapidly 
through the ranks of the field staff, and I 
have every confidence that they will prove 
of great value to the company in the direc- 
tion of its affairs in the future. 


The position of general manager was filled 
with great distinction by Mr G. A. Mullins 
until the end of the year when, to our regret, 
he elected to resign from this position. We 
shall, however, still have the benefit of his 
advice and experience as he is retaining his 
seat on the board. 


Mr W. L. Grant, who was deputy general 
manager, has been appointed general 
manager. He has had a varied experience in 
all branches of the administrative work of the 
company, and I have every confidence that 
he will prove a worthy successor to Mr 
Mullins. 


The board appointed Mr W. Perks, F.LA., 
formerly assistant actuary, to be joint actuary. 
Mr Perks has a long experience of our 
business, and is well known in actuarial 
circles. It is a matter of gratification to us 
that he was recently chosen to be a vice- 
president of the Institute of Actuaries. 


NATIONALISATION 


This statement has been prepared and will 
be read under the shadow of the threat to 
nationalise the industrial life offices contained 
in the recent statement on policy issued by 
the Labour Party Executive. In that docu- 
ment a handsome tribute is paid to the 
value of insurance to the individual and to 
the great service rendered to the community 
by the insurance industry. It also contains 
some references to the criticisms of the past 
but there is no attempt to appraise the pre- 
sent position of industrial life assurance in 
relation to them. The figures I give later 
will show how inapplicable these old com- 
plaints are to our business today. But the 
Labour Party Executive does not rest its 
case on these criticisms, which it knows quite 
well are out of date. 


The case as stated is simply that the pro- 
posal to convert industrial life assurance into 
a public service is the only major recom- 
mendation of the Beveridge Report that has 
not yet been carried out. Lord Beveridge 
could, of course, have been wrong, but the 
Labour Executive has forgotten that this 
recommendation was only a bracketed (i.e., 
not essential) proposal designed by him to 
facilitate the inclusion of a death grant in 
the National Insurance Scheme and _ the 
abolition of the Approved Societies. These 
two proposals have already been implemented 
without nationalising the industrial life 
offices, and so the case based on the 
Beveridge Report falls to the ground. 

What then is the real basis for the pro- 
posal? In our belief it is based on a desire 
to oust the industrial life offices from the 


place that they have earned in the lives and 
regard of the people of this country. It is 
the industrial life offices which have made 
the people insurance minded and taught 
them the value of regular thrift and it was 
the industrial life offices which made the 
National Health Insurance Scheme a success 
from its inception nearly forty years ago. 
We also believe that there is a desire to 
control the investments of voluntary insur- 
ance for ends which may well be inconsistent 
with that proper regard for the best interests 
of the policyholders which dictates the 
investment policy of the industrial life offices. 


The proposal is to take over the Pearl and 
the other industrial life offices as they stand, 
thus bringing the State into competition with 
the ordinary life and composite offices in 
the field of ordinary life assurance and fire 
and accident business in this country. What 
the intentions are regarding the Pearl Over- 
seas business is not clear. Nor is it clear what 
the phrase “the State shall guarantee and 
accept complete responsibility for all exist- 
ing policies” means in relation to future 
bonuses, both in the industrial branch and 
the ordinary branch. This, however, is clear 
—the proposals are irresponsible and reckless 
of the effect on a major national asset whose 
very success depends on complete confidence 
in the integrity and security of the com- 
panies over the long term of years for which 
life assurance policies are effected. 


There is still time for the Party Conference 
to realise the futility of the assumption that 
insurance is a business that can be success- 
fully conducted by a State organisation either 
at home or overseas and to take a realistic 
view of the subject by rejecting the proposal 
outright 


LIFE ASSURANCE AND PERSONAL SAVINGS 


The working of the two life branches needs 
to be considered against the background of 
the economic conditions of the country. The 
Official policy of disinflation which has 
operated since the early part of 1948, the 
attraction of more goods in the shops, and 
the substantial increase in the National Insur- 
ance contributions as from July 5, 1948, have 
resulted in a reduction in the margins of 
the incomes of the people. In a year when 
the net figures of the National Savings Move- 
ment have almost reached vanishing point, 
the growth in personal savings secured by 
the life assurance offices in general, and by 
industrial life offices and the Pearl in par- 
ticular, represents a notable achievement. 


The increase in 1948 in the industrial 
branch fund of over £5 millions represents 
net accumulated savings in the year by our 
industrial assurance policyholders. The cor- 
responding :otal figure for all the industrial 
life offices must be nearly £50 millions. These 
figures represent the premiums and interest 
received in 1948, less payments to policy- 
holders and expenses and other outgoings, 
bur they by no means complete the contribu- 
tion of industrial life assurance to the personal 
savings of the people. A sample survey 
among the industrial policyholder section of 
the public, independently conducted on be- 
half of the industrial life offices, showed that 
a large proportion of the many millions paid 
out by the offices in claims by death or by 
maturity of endowments is put into Savings 
Certificates, or into the Post Office, or in- 
vested in some other way, and thus appears 
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in the figuces of the Nation i 
ment. - Savings Move. 


The corresponding total figures for } 
for ordinary life assurance may well Me 
gate over £75 millions, to which the — 
trial life offices as a whole contribute abut 
one-third, including the Pear! share a F 
£3 millions, It is apparent that thes po 
tributions from life assurance of “ at 
mately £125 millions formed a cobtlediia 
part of the personal savings in this count 
in 1948. Moreover, the life assurance 
represent a steady and growing volume of 
net savng for the community as a 
and, in addition, provide that invaluable 
tection for the individual whereby resouneaa 
become available at just those times in life 
when they are most needed. The part Dlayed 
by the Pearl in accumulating savings er 
providing protection is indicated by the fact 
that the total funds of the two life branches 
and the corresponding investments rf. 
funds amount to over £160 millions and 
that the total sums assured, includ 
bonuses, under policies in the c 
two life branches now exceed £400 millions, 


GROUP ACCOUNTS 


Last year certain alterations affecting the 
accounts were made in anticipation of the 
passing of the Companies Act, 1948. The 
necessary alterations have been completed 
this year by the inclusion of a consolidated 
profit and loss account and balance sheet 
incorporating the profits, assets, and liabili- 
ties if our subsidiary insurance companies. 


VALUATION 


The annual valuation has been made on the 
same bases as were used for the 1947 valua- 
tion, except that a further strengthening has 
been made in the industrial branch, and the 
additional reserves set up in 1947, of 
£500,000 in each of the two life branches, 
have been retiined. In the light of the pre- 
vailing rates of interest the valuation rate 
of interest of 2} per cent. used’ in both 
branches must be regarded as i 
satisfactory. The mortality tables used are 
the most recent standard tables relevant to 
the two classes of policyholder, and the 
mortality experience is, in both branches, 
well within the rates exhibited by these 
tables, 


BONUSES TO POLICYHOLDERS 


The rate of bonus declared in the ordinary 
branch on this occasion is at the increased 
rate of £1 4s., on each £100 sum assured on 
policies in the Pearl Fund entitled to partia- 
pate in full profits, and the sum of £898,879 
has been allecated for this purpose. 


In the industrial branch, bonuses on the 
same system and at the same rates as for 1947 
have been declared. In addition, provision 
has been made for a first step in a scheme of 
cessation of premium payments under w 
life assurances when the life assured has 
reached an advanced age. The amount allo- 
cated to policyholders on this occasion & 
£1,374,370, compared with £1,032,745 for 
1947. The total amount of profit allocated 
to industrial branch policvholders since 1929 
now amounts to £14,725,507, all of which bas 
been voluntarily applied to improve the con- 
tractual terms of the policies. It is legitimate 
to question whether such results of efficient 
management and successful investment 
would be secured for policyholders under 
State ownership. 


ORDINARY BRANCH 


In the ordinary branch the new suas 
assured amounted to £15,772,159, the 
largest total in the history of the 
and represent nearly double the prewat 
volume. This new business consists mostly 
of medium and long-term endowment astue 
ances, effected mainly under the wih ee 
tables. The expense ratio was 13 per 
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with 13.38 per cent. for 1947, 
Oily compared Tf surplus to pension provi- 
Te 1947 and the contribution to the staff 
iF eomion fund in 1948 are excluded 
super above figures. If the latter amount 


1 ed the expense ratio for 1948 works 
stat 1455 per cent. 


INDUSTRIAL BRANCH 


During the year the premium income in- 
eased by £585,256, to £14,079,913, and the 
sntaued progress made by the company 
wefiects great credit on the staff. 


Industrial Assurance and Friendly 
(cieties Act, 1948, which was passed mainly 
deal with the position in respect of funeral 
apense policies created by the commence- 
nent of the State death grant as from July 
¢ 1949, will not have any significant effect 
on the company’s business. The company 
tus long ago passed out of the phase when it 
iepended upon funeral expense policies for 
is business. About two-thirds of the com- 

s industrial assurance premium income 
x in respect of endowment assurance policies, 
ghich also provide life cover, and about one 
wif of the remainder is in respect of whole 
ife policies on the policyholder’s own life, 
won the life of his or her spouse.- Over 
Sper cent. of the premiums on new policies 
jued in 1948 were in respect of endowment 
yeurance policies, end only about 8 per cent. 
ig sespect of funeral expense policies. If the 
provisions of the 1948 Act with regard to 
funeral expense business had been in full 
operation in 1948, less than 3 per cent. of 
the new premiums would have been excluded 
thereby. As a further indication of this 
wpect of the company’s business, and also 
@ the continuity of the policies, it ts worth 
wting that the average duration of the whole 
ie policies in force on December 31, 1948, 
was no less than 17 years. 


Other provisions of the 1948 Act require 
wrlain modifications in the policies issued 
tn the lives of children and call for certain 
mnor modifications of our administrative 
procedure in respect of the form and use of 
pemium receipt books. Apart from the 
wouble involved in carrying these changes 
into effect and the rigidity imposed in these 
tespects on the working of the business, it is 
wt anticipated that they will affect the 
(ficient and progressive course of the com- 
pany’s activities. 

There have been unfavourable comments 
lem time to time abovt the lapses which 
wise in the industrial life assurance business. 
What the critics do not seen to appreciate is 
at in any system of voluntary payments 
here must always be some people who will 
cease making payment, and the with- 
dawals of National Savings should be a 
sharp reminder to these critics of the facts of 
ihe economic life of the people. Moreover, 
here are always those unhappy events in life 
Which put individuals into financial difficulty 

compel them to reduce their commit- 
mais. The very policy of disinflation, and 
it tising cost of living create such diffi- 
tullies. Nevertheless, it is quite wrong to 
dassify arbitrarily all cases of cessation of 
emium payments under the general head- 
mg of “lapses.” All the company’s indus- 
inal policies are entitled to a free policy, or 
in ome cases to a cash surrender value, if 
pemium payments cease after at least one 
vars premiums have been paid. The 
ing period and the values granted on 
discontinuance compare favourably with the 
tetesponding provisions in ordinary life 
and there seems to be no other 
oe way of dealing with this feature 

Voluntary life assurance, whether it be 
— by public companies or by the 
Wie. It is of interest 10 mote that in a 
. year such as 1948, our lapses, that is 

éy the policies discontinued with less 

ne year’s premiums paid, represented 
tua ly less than one per cent. of the 
en of premium-paying policies in 


For @ comparison of the expense ratio for 


the year with previous. years, it is appro- 
priate to omit the contribution to the staff 
Superannuation fund, to which reference is 
made later, because in previous years pension 
Provision was made by allocations of surplus. 
On this basis the expense ratio for 1948 of 
a <r may ~ compared with the 

responding figures of 23.86 cent. for 
1947, 25.03 per cent. for 1946, sad 28.25 per 
cent. for 1938. If the contribution to the 
Staff superannuation fund is included, the 


expense ratio for 1948 works out at 25.44 per 
cent. 


FIRE AND ACCIDENT BRANCH 


Our business in this branch continued to 
expand during the year and active develop- 
ment is proceeding at home and overseas. 


Throughout the world the immediate post- 
War years have been marked by difficulties 
in the operations of fire and accident busi- 
ness, but in 1948 there have been many signs 
of more stable conditions developing. In the 
U.S.A., for example, the rise in values flat- 
tened out towards the end of the year and 
this, coupled with the revisions effected in 
premium rates, has put the business on a 
more favourable basis. Our own operations 
in this territory have shown a substantial 
improvement during the year, but the re- 
Strictive policy we have had to adopt in order 
to conserve dollars has prevented us from 
taking full advantage of the opportunity 
offered for natural expansion with the accom- 
panying benefits of more economical opera- 
nons. 


In South Africa and Canada we have 
suffered, as a result of adverse claims experi- 
ence, in respect of motor business, but the 
steps taken in respect of both these territories 
should be effective in offsetting future losses 
in this class of business. 


In the home field the fire results have 
been relatively unfavourable, this being 
largely due to the under-insurance which 
persists throughout a considerable part of the 
business. Active steps to correct this posi- 
tion, which is unsatisfactory both fer the 
company and for the policyholder, are still 
being pursued. I am glad to ve able to 
report that burglary insurance business, 
which had been unprofitable for some years, 
has shown a distinct improvement. 


During the year particular attention has 
been given to extending the company’s 
activities in various minor classes of accident 
business not previously undertaken. These 
minor classes should be of considerable value 
to the field staff in enabling them to provide 
even better service to the company’s policy- 
holders. 


Finally it wil] be observed that the separate 
employer's liability revenue account has now 
disappeared. coming into operation of 
the National Insurance (Industrial Injuries) 
Act, 1946, on July 5, 1948, has meant a 
substantial reduction in income from this 
business. We are continuing to insure lia- 
bilities under Common Law, and premiums 
in respect of this business and the balance 
of the year’s Workman’s Compensation pre- 
miums have been included in the miscel- 
laneous account. 


INVESTMENTS 


There have been two developments affect- 
ing the investments of the company which 
perhaps call for special comment. 

In the first place the nationalisation 
measures have replaced such holdings as 
railway and electric supply shares and deben- 
tures by Government stocks. The result is 
reflected in the balance sheet by the inclusion 
among our assets of a new item under the 
heading of British Government Guaranteed 
Securities. This amounis broadly to {7 
millions, and represents the stock issued in 
lieu of holdings in nationalised imdustries. 
The effect has naturally been to produce 
some loss of investment income, as, in fact, 
was foreshadowed last year. The process 
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will be continued in the current year owing 

to the nationalisation of the gas industry, 

but the amount involved should be con- 

amore smaller in the current year than in 
43. 


The second matter calling for comment is 
that we have invested in the aggregate a 
large sum during the past year in securities 
which have been placed with no market 
quotation. In these cases companies have 
approached us, sometimes directly, but 
usually through the normal channels, and 
have arranged with us to meet their financial 
requirements. The companies concerned 
have been of high financial standing, and the 
method of financing them has been through 
the provision of capital at a fixed rate of 
interest rather than in ordinary shares. By 
this procedure we have obtained rates 
moderately in excess of those currenily ruling 
in the market, and the berrower has saved 
the cost of obtaining a Stock Exchange 
quotation. 


The gross interest yields in the ordinary 
and industrial branches were £4 8s. 10d. per 
cent. and £4 6s. ld. per cent. respectively, 
which represent slight falls compared with 
the previous year. These faljs are largely 
accounted for by the replacement of 
securities in nationalised industries by 
Government securities giving a lower return. 
The usual valuation of the company’s Stock 
Exchange investments has been made as at 
the year end, and I am glad to be able again 
to report that this shows a substantial margin 
over and above balance sheet values, leaving 
the investments reserve fund intact. 


STAFF SUPERANNUATION FUND 


During the year a trust fund has been set 
up to provide for the pension benefits of 
most of the employees coming within the 
scope of the company’s staff pension scheme. 
Provision is made in the trust deed for 
regular contributions to be made by the 
company both in respect of current service 
and for past service, and the arrangements 
have been approved by the inland revenue 
for income tax purposes. The existing pen- 
sion fund shown in the balance sheet will 
remain as a provision for existing pensioners 
and for certain employees within the staff 
pension scheme who are not included in‘the 
trust fund. The total contribution to the 
staff superannuation fund for 1948 amounts 
to £560,000. 


SURPLUS AND PROFIT AND LOSS ACCOUNT 


The total surpluses in the life funds dis- 
closed by the valuation, including {1,204,981 
brought forward, amount to {£4,444,047. 


These have been allocated by the directors 
as follows:—To policyholders {2,273,249 ; 
to profit and Joss account, £599,875 ; leaving 
£1,570,923 to be carried forward. 


The balance of the. profit and loss account 
at the end of the. year, after transferring 
£599,875 from the life branches and £85,000 
from the non-life branches and after making 
provision for £360,000 which it is proposed 
to pay as a final dividend to the ordinary 
shareholders, is £646,438. 


TRIBUTE TO STAFF 


This statement would be far from com- 
pleie without an appropriate reference to the 
work of the staff and the company’s repre- 
sentatives throughout the world. 


1 have already referred to some of the 
difficulties with which the staff at home haye 
had to contend. There have also been many 
and varied difficulties in most of the overseas 
territories in which the company operates. 
The figures for the year summarise the 
results of their efforts to overcome these 
difficulues in a loyal and unstinted service 
to the company and to the company’s policy- 
holders. I am sure that you will wish 10 
join with me in expressing to the staff and 
our other representanves our warm apprecia- 
tion and thanks for an excellent year’s work. 
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COLVILLES LIMITED 


INCREASED OUTPUTS 
BENEFITS FROM CONTINUED IMPROVEMENTS 
A FULL ORDER BOOK 
SIR JOHN CRAIG’S STATEMENT 


The eighteenth ordinary general meeting of 
Colvilles, Limited, will be held at the 
registered office of the company, 195, West 
George Street, Glasgow, on the 27th instant. 

The following is the statement by the chair- 
man and joint managing director, Sir John 
Craig, C.B.E., D.L., which has been circu- 
lated with the directors’ report and accounts 
for 1948 :— 

It is with sincere sorrow that we record 
the death of Mr Henry Lithgow in June of 
last year. Mr Lithgow served the company 
as a director from its formation in 1931. His 
wisdom and experience were of the greatest 
value to the company and its development. 
He had a most attractive personality and was 
held in the highest esteem and affection by 
all his colleagues. His death is indeed a 
great loss to the company. 


PRODUCTION 


The directors’ report has been considerably 
extended and contains the salient features of 
the year’s operations. No doubt you will be 
interested in the particulars given in the 
report of the outputs last year of the group 
and its subsidiaries. I would emphasise the 
statement in the directors’ report that the 
company is now realising the benefits from 
the continued improvements and the expan- 
sion in our plants. The output as compared 
with 1947 shows an increase in pig-iron of 59 
per cent., and in steel ingots oe 18 per cent. 
I should also explain that the works operated 
in excess of their normal capacity and natur- 
ally this additional output is more profitable 
than if the works had only operated normally. 
It follows also that, if through any lack of 
materials or any untoward circumstances out- 
put fell or the works had to operate at a 
lower rate, the cost would rise sharply and 
the profits decline substantially. 


ACCOUNTS 


The accounts have been prepared to con- 
form with the new Companies Act and em- 
body consolidated accounts of the company 
and its subsidiaries. While in some respects 
the new requirements give additional infor- 
mation, in other ways they are less informa- 
tive than our previous method, so we have 
continued our practice of showing the sub- 
sidiary companies’ profits separately. 

I would like to explain the increase in the 
final figures over the preliminary figures as 
published. The provisional figures did not 
include the income of the non-trading subsi- 
diaries as the directors proposed to deal with 
them separately. On the recommendation of 
the auditors, however, it was decided that 
one consolidated statement including all com- 
panies should be submitted. 

It will be noted that the directors have 
created a reserve for replacements. This has 
been necessary to meet one of the most serious 
problems confronting industry today—the 
decline in the purchasing power of money. 
For example, the coke ovens and by-product 
plant built before the war could have been 
bought out of half a year’s profits. The exact 
duplicate at present on order will require a 
year and a half’s profits. This emphasises the 
fact that depreciation allowed in earlier years 
on the basis of original cost is not now suffi- 
cient to maintain the productive capacity of 
the works. 

The position has been aggravated by the 
inadequate wear and tear allowances granted 
for taxation purposes. For years, the direc- 
tors have thought it necessary to set aside 
more than the Inland Revenue allowance, and 
this excess has had to be found out of taxed 
profits. In other words, heavy taxation has 
reduced the funds available to replace plant 


when it is worn out. As repairs are chargeable 
against revenue, the temptation is to keep on 
repairing old plant instead of replacing it. 
However, your directors have not adopted that 
policy but have faced the installation of new 
plant where it was justified, It is encouraging 
to see that the Chancellor recognises that this 
is a major problem which faces industry. The 
increase in the initial allowance on new 
capital expenditure which he has proposed 
will alleviate some of the immediate problems 
of finance, but it does not touch the funda- 
mental problem of the fall in the value of 
money and the consequent increased cost of 
replacement. 
INCREASES IN FIXED COSTS 

A feature in this year’s operations is the 
increase in several items of cost which pro- 
duce no increase in output. For example, 
agreements have been made to pay an extra 
week’s holiday to all employees. For the 
group this involved an outlay in 1948 of 
$126 000 which compared with £72,000 in 

38. 

There also has been thrown on industry the 
additional burden of the increased national 
insurance. If you add to this the company’s 
contributions for staff insurance, superannua- 
tion and benevolent and similar funds, the 
cost for the group of all these items has in- 
creased by £3,000 per week, compared with 
1938, and now totals £250,000 per annum. 
Expressed in another form, it means that in 
addition to the ordinary salary and wage bill, 
the company contributes an average of 6s 
per week for every employee. 

The benefits that these contributions pro- 
vide are desirable, but they have to be paid 
for and can only be met by an increase in 
the selling price of steel. In this lies the 
danger that these increases in the fixed costs 
will seriously reduce the ess power of 
British industry in the world. 


CAPITAL 


Since its formation, the company has fol- 
lowed a steady policy of expansion without 
increasing the subscribed capital. In 1938, 
we built new coke ovens, blast-furnaces and 
steel plant at a cost of approximately 
£2,500,000. No new shares have been issued 
to finance either these additions or the provi- 
sion of other capital equipment, all of which 
in the aggregate amounts to a very large 
figure. The company therefore has enjoyed 
the benefit of this substantial sum ploughed 
back. 

It might interest you to know that if new 
plant had to be laid down today to produce 
the same quantity of coke, pig-iron and steel 
products as shown in the summary of group 
production for 1948, the cost would be 
approximately £62,000,000. 


SALES 


On a former occasion, I gave vou an 
analysis showing how each £ received by the 
sale of our products was utilised and a cor- 
responding statement for the past year is as 
follows :— 

Salde 0 SIA. 

Purchased materials and 

RONPMRE  hicis.. ascii... 10 11 
Wages, salaries and super- 

CNMI donkis. Reistacvi 4 
Rents, rates, insurances, 

Rs Senses  Geiie. cin Fie FE 
Taxation 
Depreciation .................5 
Transfers to reserve ......... 
Dividends. ..............0...66 
Carry forward ............... 
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RESEARCH 


Our research department has 
stantial contributions to the Greate ts Na 


company and its subsidiaries in several dir. 
tions. I mentioned last year the pi ca ’ 

Production of 4 | 
which we have 


of a novel method for the 
stainless-clad steel plate for 
taken out patents and which is now 

produced at our works, The demand jg ; 
excess of our present power to produce . 
we have created a new department to devel 


further this type of steel, which has in 


marketed under the name Col-Clad. 


One of our subsidiary companies, the . 9 
Gas Company, acquired before the ane 3 


world rights for a German patent to Chromise 


steel. By this method ordinary mild steel cay _ 
be impregnated with a COrrosion-resistant 
chromium surface. It is proving most sy. 
We have granted sub-licences in 
this country and in America and we ar _ 
installing plant to produce chromised articles 


cessful. 


on a substantial scale. 


The research department has also given 


» but | 


constant attention to the improvement of _ 


existing works methods and I can assure | 
you that this has proved beneficial in many | 
ways and has contributed to the results re. | 


vealed in the balance sheet. For example, 


continuous study has been given to the pro- 


blem of conservation of heat and we have 
extended the application of waste heat boilers 


to melting furnaces and to soaking pits and | 


marked economies in fuel have followed, 


DEVELOPMENT OF THE WORKS 


The extensions of the coke ovens at Clyde 1 


Iron Works will enable the company to 


produce all the coke it requires. We have _ 
en 


assured by the National Coal Board | 


that additional supplies of coking coal are 


available in Scotland. The extension of the _ 


melting capacity at Clydebridge steel works — 


will absorb the greater supplies of coke-ovens © 
and blast furnace gas and so will keep these | 
works in balance as an integrated unit, [i | 


will be two 7 before these schemes can | 


be complete 


We have taken out a licence to convert _ 
our blast furnaces for high-pressure opera- — 
tion following investigations into the results — 


obtained from the process in the USA | 


The first opportunity for converting a fur- 
nace will be taken when it is closed down — 


for relining early next year. Substantial im- © 
provement in the output of pig iron will, | 


we hope, result from this change. 


In the directors’ report a year ago it was 


indicated that plans for the utilisation of 
Mossend works were being considered. | 


brat a 


am now able to state that these have de- 
veloped. Already a considerable portion of © 
the buildings is being used by our subsidiary, © 
the Colv‘lle Construction Company, for the | 


production of structural steel and the area 


in use by them is being extended. This | 
means that the bulk of the buildings will | 


be usefully employed. 


Two substantial 7 


bays are being equipped with modem | 
machine tools to form a central engineering | 


plant for handling the repair and construc- 


tion of the mills and engineering equipment | 


which the company requires. 


EXPANSION OF STEELMAKING 


The further development of the company» 
production must be related to market condi- 
tions and the state of the industry in generil 
Varying views have been expressed as 
what should be the ultimate output 
for this country. The Government some 
time ago appointed a committee, consisting 
of users of steel, officials of Government 
Departments and exporters, to consider this 
problem. The view of this committee was 
that 18,000,000 tons of ingot steel per af 
num would be a reasonable and s 
output to provide the needs of the bome 
industries as well as a substantial 5 arn 
for export. Before the industry would 
justified in laying down plans for this wi 
output, it would require to be assured P 
supplies of the necessary raw ma 
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ticularly of coking coal, oil and iren ore. 
jp must not be overlooked that the eurput 
for last year was only made possible by the 
abnormal] supplics of scrap. These arose 
fem unigac conditions, however, which are 

away. A sound steel industry can 
enly be built upon ample supplies of pig-iron, 
jased on suficient coal and iron ore. 


EXPANSION OF STEELMAKING 
IN SCOTLAND 


J would like to comment on the question 
of expansion as i affects the Scottish steel 
: You have seen frequent reference 
in the Press to the suggestion that the expan- 
son of steelmaking should be carried out 
yu some deep-water site on the River Clyde. 
We have naturally given such a proposal our 
gost careful consideration. The suggestion 
ind in fact been considered 20 years ago by 
the iron and steel] makers in Scotland as a 
body, but it did not get any support. How- 
eet, the proposal was reviewed by your 
directors in the light of conditions today, and 
they came 10 the definite conclusion on 
economic grounds, that the scheme could 
not be justified. 

The princip:] argument for the transfer 
te an entirely new site was the advantage 
that would be gained by discharging iron ore 
drect from the ship to the blast furnace 
pant. On the other hand, on any site down 
the Clyde the increased transport charges 
en fuel would more than cancel any benefits 
from the elimination of railway carriage on 
oe, Conversion costs would be the same 
mywhere because a similar type of plant 


to pay werld market prices: for: ats -1aw 
Materials, and this involved an increase in 
cur selling prices. Ii is, however, better in 
the Jong run to face realities and it» has 
always been the desire of the industry that 
Ms covts should be on a realistic basis. 


NATIONALISATION 


It is natural that you should expect me 
to make some reference to nationalisation, 
and yet there is noi much I can say that is 
not familier to you through the daily Press. 
The Government introduced the Bill in the 
House of Commons and a Standing Com- 
mittee has been considering it. Unfortunately 
as a limit was placed upon the time allotted 
for consideration of the Bill it has not in 
any respect been discussed with the 
thoroughness which a measure of such 
momenious importance required, and some 
bundreds of amendments submiited have not 
been considered. 


It is difficult to appreciate the desire of 
the Government to nationalise the steel 
trade, except for purely partisan reasons. 
There are naturally four questions one would 
ask as regards nationalisation :— 


Will it produce more steel ? 

Will it produce cheaper steel ? 
Will it improve labour relations ? 
Will it continue to make profits ? 


_ The answer to all these questions, I think, 
is a definite negative. There are, however, 
deeper aspects of the peoblem which give 
us grave concern, As you are aware, we have 
developed during the last 60 years a very 
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epperiunipes for: making carect in sour in- 
dustry. He alse is responsible fot examining 
and selecting applicants for entry into cer- 
tain branches of the works. The successful 
applicants attend a school in working heurs 
in which they are given a picture of the 
history of the company, the nature of its 
products and type of processes used. This 
Uaining period covers the first few weeks 
of their service ‘and throughout their appren- 
ticeship thereafter, a record is kept of their 
progress. On the technical side where there 
is need tor a general scientific education, 
arrangements have been made with the 
Royal Technical College by which a course 
of studies is linked with a period of practical 
training in different departments in the works. 
The newly formed courses in office admini- 
stration, which are provided by the commer- 
cial colleges, are also being used for the 
office staff. In this way, the company plans 
to be assured of an adequate supply of well- 
trained employees capable of being promoted 
to the responsible positions of leadership, 
which are open to all. 


THE FUTURE 


It is very difficult to say anything about 
the future. We have a full order book and 
notwithstanding the steady increase that has 
taken place in our output the demand for all 
our products is greatly in excess of our capa- 
city, to produce. Both in regard to home 
supplies and the quantity permissible for 
export, the distribution of our steel is allo- 
cated in accordance with instructions from 
the Iron and Steel Board. 
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peed fle Se pained. large export trade and we have friends in 


: : 1 cannot close without expressing the 
many countries. If the steel trade is national- 
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te lacking in a new site for many years. 


Your directors, therefore, put before the 
athorities some time ago a scheme which 
in their judgment will ensure future develop- 
ment on the most economic basis to meet 
mereased demands. The company possesses 
mple ground for this purpose adjoining the 
Dalzell and Lanarkshire works at Motherwell. 
The erection of blast furnaces on this site 
would enable both these works to be inte- 
gated for the use of all the blast furnace 
am coke oven gas produced, and the cost 
df assembling raw materials would be 

» since the extra carriage on ore 
from the docks would be balanced by the 
wibg IN carriage on coking coal from the 
pits. The matter is still under consideration. 


SUBSIDIES 


Reference has been made from time to 
tme in the Press as to the subsidies to the 
eel trade and it is suggested that the in- 
could not exist today without Govern- 

ment money. I think the position is fre- 
misunderstood. The Government 
‘on the selling price of steel and in their 
to keep prices down they decided to 

the price of some raw materials, 
although it involved them in a loss. 
‘y Maintained this policy although the 
Price of steel in this country was in 
instances several pounds per ton lower 
average world price. The benefits 
to the consumers of steel in lower 
and the subsidies did not enrich the 
Makers in any way. If you take the 
<a of the bread subsidy, no one thinks 
hws millions of pounds spent on 
tthe ba Government goes into the hands 
aa et. The position in the steel trade 
heel The system has been altered as 

1 when the industry undertook 
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tension of this policy must cause grave 
anxiety to all interested in our export markets. 


We recognise that a great industry lke 
the steel trade is of prime importance to the 
State, and must never be allowed to do any- 
thing injurjous to the national interests, but 
we think that experience during two wars 
and afterwards is proof that the steel trade 
in this country has ever shown an enlight- 
ened attitude to the country’s need and they 
have always considered willingly at all times 
views which the government of the day ex- 
press in 1egard to the distribution of their 
products. 

We do not think that any claim can be 
made that nationalisation would improve the 
relationship between the employees and the 
management based, as it is, on over 50 years 
of close relationship and good will between 
the unions and the companies, and shown by 
the response to the Government’s appeal for 
production in these recent years of crisis. 


I sincerely believe that if nationalisation 
takes place, the present happy relations with 
our employees will be imperilled. Experi- 
ence demonstrates that a Government depart- 
ment is remote and impersonal in its rela- 
tions with its employees. A close and friendly 
relationship exists in the steel trade today 
and without it the recent achievements of 
the industry would not have been possible. 
A change in the atmosphere, even if it only 
arises from uncertainty, is bound to have a 
serious efiect upon production. 


TRAINING OF EMPLOYEES 


For several years, the directors have given 
earnest consideration to the training of new 
entrants to the various works. We have a 

sonnel officer, and one of his Attties is 
to keep in touch with all the schools in the 
districts near the works and to explain the 
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SHIPPING PROBLEMS 


At the 49th annual general meeting, Mr. I. 
C. Geddes, the chairman, said that the 
profit and loss account was still burdened 
with a large outlay for deferred repairs but 
that it had been relieved for the period under 
review by the withdrawal of £150,000 from 
the reserve previously set aside in anticipa- 
tion of this liability. 

After paying a final dividend of 1} per 
cent., making 6} per cent. for the 15 months, 
£201,964 would be carried forward to next 
year compared with £70,084 brought in from 
the previous. account. 

The new steamer Orcades was delivered 
after the end of the period covered by the 
accounts. Her sister ship Oronsay was 
making progress but she was not expected to 
be completed until towards the end of 1950. 
When Oronsay was in service the company 
would be able to offer more accommodation 
for travel to Australia than ever before. 

The price of the two vessels and the com- 
pany’s share for deferred repairs and other 
work on prewar vessels would involve expen- 
diture of over £8,500,000 sterling, 

He believed that the long term Australian 
prospects were good, and as the curve of 
Orient prosperity closely followed that of 
Australia, he considered that this expendi- 
ture need not be regarded as excessive. 

The chairman then spoke of three disturb- 
ing factors: the high cost of building, the 
high cost of running the ships and excessive 
delays to ships in port. He said that the 
disease of slow working in port was world- 
wide but it was particularly acute in Australia 
today. Delays in port meant that ships must 
be built in excess of the number which would 
be required if the turn round at both ends 
were geared to the pre-war level. He men- 


tioned that London was nearer to that point 
than Australia. 
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THE UNITED SUA BETONG RUBBER 
ESTATES, LIMITED 


THE INDUSTRY’S ACHIEVEMENTS AND ITS PROBLEMS 
SIR JOHN HAY’S ADDRESS 


In the course of his statement circulated 
with the report and accounts, to be submitted 
at the annual general meeting on the 25th 
instant, the chairman, Sir John Hay, states: 


PRODUCTION AND COSTS 


Our crop for the year at over 21,000,000 
lbs. was the highest in the company’s history 
and we estimate that this record will be sur- 
passed in the current year when we expect 10 
get a crop of 23,500,000 lbs. But I should 
warn you that this is likely to be the peak for 
some years to come. War, with its enemy 
occupation of our territory, resulted in a very 
serious interruption of our replanting pro- 
gramme and nothing was done in the years 
between 1941-46. Consequently, untl the 
replantings of the postwar period reach a 
productive stage there will be no new sources 
from which to draw increased crops as a set- 
off against the decline in productivity which 
must inevitably occur in our older areas. For 
some years to come, therefore, we cagnot 
expect to reap higher crops to lighten further 
the load of fixed charges. But that is the 
lesser of our troubles in the matter of costs. 
Although labour is adequate for all needs and 
the cost of living has fallen quite substan- 
tially in the last twelve months, wages are 
still two to three times the rate that prevailed 
before the war, whilst materials show very 
little falls from the high levels which have 
been prevailing in this postwar period. In 
contrast to these rising costs the price of 
rubber continues at a level which is below 
that of the years, 1940-41. Our special pro- 
blem is how to meet all these increased costs 
without the set-off of a higher price for our 
product and yet make a profit. Such success 
as we may have achieved is the result of 
constant striving, of examination and_ re- 
examination of every item of expenditure, 
always with the persistent aim in mind of 
how to perform each estate operation at a 
lesser cost. 

The following table shows how each {1 
of the company’s 1948 income was laid 
out:— 





s. d. % 
Wages and materials...... 12 1 60-4 
Eastern management and 
administration............ Red 5-4 
Share of profits to staff 
and directors ............ 3 1:3 
Overseas freight, distribu- 
tion and marketing...... 1 6} 7:7 
Research and office ex- 
DONG censeputaemensenbnine 33 15 
Directors’ fees........... babs 4 0-2 
15 34 76-5 


Leaving 4s. 84d. :— 

Of which :— 
The Governments of the 

United Kingdom and 

Malaya take............... . 7 oe 
The Stockholders receive ee 


We retain in the business :-— 
(a) Depreciation of the 
buildings, machinery 
and equipment ...... 45 1-9 
(b) Transfer to reserve 
and increase in carry 
ee » 8 3:3 





20 0 100-0 
Sapa 


It is noteworthy that 60 per cent. of our 
total expenditure goes on wages and 


materials. Unfortunately, I am unable on 
this occasion to give a precise breakdown of 
these two items, but it may be taken that by 
far the larger proportion goes on wages. The 
amount that stockholders receive, expressed 
in terms of rubber output, is the equivalent 
of approximately $d. per Ib. © 


REPLANTING 


During the year under review 2,350 acres 
of old rubber were replanted. In the current 
year we propose to replant another 1,500 
acres. Despite notable improvements in 
technique, replanting is now a very costly 
operation, involving heavy charges against 
revenue which we could not withstand but 
for the fact that we are now enjoying the 
benefits of the plantings and replantings with 
high yielding stock which we started as long 
ago as 1926, Although this policy of 
modernising our plantings has been carried 
to an advanced stage, it cannot be halted. It 
has now been clearly established that there is 
a definite limit to the economic life of a 
rubber tree. 


Replanting, therefore, must be a continu- 
ing and recurring process, although the rate 
at which it is carried on must be conditioned 
by such practical considerations as the cost 
in relation to the company’s financial 
resources and the limit that must necessarily 
be placed on the area that can be put out of 
production during the period of years that 
elapses between planting and cropping. If, 
however, the present narrow margin of profit 
should be further contracted by a fall in the 
price of rubber, or a settlement of our long 
outstanding claims for war damage compen- 
sation be much longer deferred, then we may 
be forced to modify or suspend the carrying 
out of this policy, the continuance of which 
is so desirable in the long-term interests of 
efficient and economic production. 


The idea which finds expression in some 
quarters that the fortunes of the rubber 
plantation industry can be dramatically re- 
claimed by replanting on a large scale is quite 
foolish. No rubber estate can be wholly 
replanted and brought to maturity except 
gradually over a period of decades, unless 
that estate is to be put entirely out of pro- 
duction for a number of years, a course, of 
action which no owner dependent on revenue 
from rubber could follow. Perhaps it is for- 
tunate that it is so, otherwise we should find 
our already more plentiful supplies of rubber 
multiplied several times to the common 
disaster of all producers. 


RUBBER INDUSTRY’S ACHIEVEMENTS AND 
ITS PROBLEM 


The rapid progress of this company along 
the hard road of recovery from the stagnation 
and neglect enforced by war is typical of 
the progress of the rubber plantation industry 
as a whole. That within a period three years 
we should have recovered our estates from 
all the consequences of the rapid jungle 
encroachments of a tropical climate, 
assembled, organised, and trained a labour 
force, much of which was without previous 
experience, repaired communications, 
restored lost equipment, and raised produc- 
tion to a level higher than ever attained in 
any previous period in the history of the 
industry, is an achievement which, although 

y acknowledged, deserved to be widely 
acclaimed. For its great exertions the rubber 
plantation industry has been ill-rewarded. 
Although called upon to carry unaided ail 
the costly consequences of war’s disasters, it 
has shared none of the postwar prosperity 
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enjoyed by other industries which h 
spared such misfortunes. mm hore 

Originating in war’s clamant and urgent 
need for rubber to take the place of supplies 
which came from South-East Asia which 
were then no longer available, the synthetic 
rubber industry in the United States survives 
to continue production in the postwar era 00 
such a scale as to seriously affect consump- 
tive demand for natural rubber. Happily 
for some time to come purchases for stock. 
piling in the United States are likely to 
absorb any surplus supplies of natural 
rubber. It may well be that by the time 
purchases for this special purpose have been 
completed other territories, restored {9 
economic health and vigour, may then be 
able to make increased purchases for their 
own consumptive requirements and demand 
may thus be equated to supply. 

But the natural rubber producer, rendered 
cautious by his dismal postwar experiences 
is not readily disposed to take such a hopeful 
view and the spectre of fature over-produc- 
tion remains to haunt him and to add to his 
present anxieties and perplexities. In this 
mood he finds it difficult to reconcile the 
claim that legalised restrictive practices in ths 
United States in favour of synthetic rubber 
as against natural are justified by reasons of 
national security with the simultaneous claim 
that the synthetic product is being used 
purely on its merits in quantities largely ja 
excess of the prescribed minimum, and the 
suspicion is engendered that this enlarged use 
does not so much rest on merit as on an 
arrangement between consumers for keeping 
down the price of natural rubber to a rela- 
tively low level. But whether such a suspicion 
is well founded or not, there is some force in 
the contention that national security, in its 
broadest sense, is net well served if the mea- 
sures adopted towards that end reduce the 
rubber plantation industry below that mini- 
mum of prosperity which is so essential to the 
economic well-being and social stability of 
the peoples of South-East Asia. 





ASSAM RAILWAYS AND 
TRADING COMPANY, LIMITED 


DIFFICULT CONDITIONS 


The sixty-eighth ordinary general meeting 
of The Assam Railways and Trading Com- 
pany, Limited, was held in London on the 
4th instant. 


ee 


Col. C. F. Birney, D.S.O., the chairman, © 


said that while in many respects business in 
Assam had been satisfactory, their whole 
financial position was overshadowed by the 


inadequate price at which they were per- { 


mitted by the Government of India to sell 


their coal. The trading profit was much the | 


same as in the previous year but taxation had 
claimed £12,300 more, and depreciation and 
amounts written off were heavier by £8,561. 
Nothing was available to pay more than the 
half-year’s dividend on the “A” stock. 
The four main problems which had occu- 
pied the board’s attention were the sale price 
of coal, capital expenditure, transport 
taxation. They had taken every step to press 


the Government to permit an increase @ | 


the selling price of coa!. It was difficult 
understand how the company could be ¢x- 
pected to produce the coal which was #9 
badly needed and to maintain the produc 
tivity of the mines when they were not pet 
mitted to make a moderate profit. 
There was evidence that Ministers and 
responsible men on the highest level were 
increasingly aware of the danger of excer 
sive taxation and_ political tor 
nationalisation. : 
Although profits for the year were disir 
pointing, the directors were satisfied that 
shareholders possessed a very valuable pf 
perty. Their timber business was profil 
and, if only the controlled selling price @ 


coal were based on economical thest 
collieries would soon be able to contribult 
their fair share to the profits of the company 


The report was adopted. 


THE ECC 


UNIT: 


The thirts 
The Unmitec 
Limited, wil 
of the comp: 
WC, on th 

The follo 
daement b 
§. J. Jud, 
accounts : — 

The accou 

ity witl 
qurir 
yaation amo 
company as 
M7, . As 
evetal subsic 
wt, smphify: 
goup and e 
work. The cc 
heen Omitted 
company bec 
tons any atte 
be misleading 
paison. on th 


PARE 


Dealing wi 
ind loss acco 
{333,171 the 
brought in fr 
hquidation 
have. previcu: 
company acco 
in the accou 
amed by th 
future. The 
company, inch 
sdiary compa 
mome as d 
meking a com 
The princip 
ut £167,869 
pensions and 
(3,175 ot] 
eparately des 
there remains 
£682,974. Inc 
ofits of the y 
oul « 
ag charge, a 
keurring, is F 
ton of subsidi. 
er the year 
MeviOus year ¢ 
d amount | 
tll - ther 


Mains a net 
mth £334,923, 
up 
HE NOt availa): 


ers ir 








ae ee eS eh6€T 


“'SpSB PRE ZaD aE” 


BE 


as 


Saree 


5 
¥ 


Re 


cede 


-' 


Be 
2% 


af 


a 


e tae 


SESE 


THE ECONOMIST. May 7 1949 


UNTED GLASS BOTTLE MANUFACTURERS, 
LIMITED 


RECORD TURNOVER 


The thirty-sixih annual general meeting of 
The United Glass Bottle Manufacturers, 
Limited, will be he'd at the registered offices 
of the company, 8, Leicester Street, London, 
WC. on the 26th instant. 


The following is an extract from the 
daement by the chairman, Mr. Harold 
q, J. Judd, circulated with the report and 
xcounts : — 

The accounts have been drawn up in con- 

wy with the Companies Act, 1948. 
Pe hawae and trading profits before 
gation amount to £76,082 tor the parent 
qmpany as compared with {£711,140 in 
i7, As stated last year, liquidation of 
eral subsidiary companies has been carried 
wt, smplifying the financial structure of the 

and eliminating unproductive clerical 
yok, The comparative figures for 1947 have 
enomitted from the accounts of the parent 

«mpany because vs a result of the liquida- 
ions any attempt to give such figures would 
emisleading. In future years a normal com- 
paison on the new basis will be resumed, 


PARENT COMPANY'S PROFIT 


Dealing with the parent company profit 
ind loss account, in arriving at the profit of 
{333,171 the sum of £29,528 has been 
tought in from subsidiary companies after 
iquidation ‘The amount brought in would 
we previeusly remained im the subsidiary 
wmpany accounts, but will again be veflected 
in the accounts of the parent company if 
amed by the liquidated companies mn the 
fuure. The trading profits of the parent 
company, including gross dividends from sub- 
aiary companies, total £876,082, and other 
mome as detailed amounts to £17,928, 
mking'a combined credit of £894,010. 


The principal charges against this income 
ut {167,869 for depreciation, £33,992 for 
pnsions and group life imsurance, and 
178 fo. other administrative expenses as 
weparately described, after charging which 
ete remains a profit, subject to taxation, of 
(82.974. Income tax and profits tax on the 
wots of the year necessitate the provision of 
(348,068 out of that total. The only remain- 
ag charge, and one which will be non- 
mourring, is £1,735, being the cost of lquida- 
wn of subsidiary companies. The net profit 
fr the year shows an increase over the 
fevious year of £66,746, With the addition 
‘ih amount brought forward from last year 
UH460 there is a disposable surplus of 
(44.631. 


ONSOLIDATED ACCOUNTS OF THE GROUP 


You will observe by comparison of the 
ae ee year with those for 1947 an 
i the trading profits of the group 
tom £973,032 to £1,216,153, After adding 
ty other items as detailed and provisions 
Revidusly made but no longer required and 
tt charging depreciation, pensions and 
u mMsurance and expenses of adminis- 
mand providing for taxation, there 
‘ams a net profit of £516,132, compared 
wth £334,923. The profits of the liquidated 
: sup to date of liquidation which 
"¢not available for distribution are deducted 
detent, made to reserves and for divi- 
tenes in a carry forward on profit 
sags account of £235,125, compared with 
oak last year. ‘The consolidated state- 
Waa assets and liabilities shows an in- 
i the fixed assets of the group, in the 
pr Current assets over current liabilities 
Mthe total reserves, 


the year under review a record 
te achieved which, coupled with 
devices uction of improved mechanical 

and production methods, has made 


it possible to maintain profits without passing 
on a price increase to customers. It is 
evident that there must be a limit to any 
additional burdens that your company can 
continue to carry in this manner. No general 
advance in prices has been made since 1947, 
although production costs have steadily 
increased, including rises in wages. Your 
company’s prices for glass containers are to- 
day an average of only 47 per cent. over 


1939. whereas costs have risen by a much 
greater ratio. 


ALLOCATION OF REVENUE 


For every £1 received from sales your 
companys total revenue during the year 
under review was absorbed as follows: — 


s. d. 
Wages, salaries and pensions ...... 6 8 
TAAW: TABROCIOIS bs ve vcccrsveavindecs 2 9 
Fuel and) power |. 20.20.06 .0c. cece) 232 
Carriages) 20. Ye EN ARORA «-9etg 
Overheads, including maintenance 
and renewals ................. oe oe 
TO ia on 5 viscins ates «.caskatsearcc, AU 
Profits retained in business ....., 8 
Dividends (net) ...........00..00005. 5 


U.G.B. ACTIVITIES 


Shareholders will be interested in a brief 
review of the present-day activities of the 
group now operating ten factories in Great 
Britain. Of these, seven are devoted to giass 
production, two to manufacturing metal and 
plastic closures general plastic mouldings 
and metallic capsules, the remaining unit to 
engineering, turning out moulds and machine 
parts. Those ten factories, together with 
staff, have an average employment of 8.900 
and in the glass section well over 230,000 
tons of finished glassware were produced 
during 1948. 


Some notable specialty products of your 
company are Sherdley and Ravenhead tumb- 
lers and domestic table glassware in great 
variety, also the well-known Kilner domestic 
preserve jars and opal glass containers for 
the substantial home and export cosmetics 
trade. Large quantities are produced of 
washed and sterilised medicine bottles de- 
livered in sealed cartons all ready for the 
chemist or dispenser to fill with the prescrip- 
tion. Over the years an extensive export 
trade has been built up in some 65 markets, 
and present exports meet a very high Govern- 
ment target often at the expense of urgent 
requirements for the home market. 


An outstanding development is the new 
production of stem table glasses by a com- 
plicated mechanical process acquired from the 
well-known Libby-Owens Glass Company of 
Toledo, U.S.A. 


THE OUTLOOK 


As to the future, so far during the current 
year output and turnover have been well 
maintained and the balance of unexecuted 
orders is somewhat higher than this time last 
year. It would be highly speculative to fore- 
cast results in amy industry, particularly until 
the cumulative effects are felt of the present 
appalling taxation engendered by the abnor- 
mal level of Government expenditure. How- 
ever, your factories are splendidly equipped 
and operated with a high degree of technical 
and mechanical skill. 


Able factory management together with 
good workmen are fully supported by general 
works, marketing, transport, research and 
other departmenis, so that your company 1s 
as well able as any to cope with the uncer- 
tainties of the future. 


863 


INSTITUTE OF CHARTERED 
ACCOUNTANTS 
MR, B, H. BINDER’S ADDRESS 


The sixty-eighth annual meeting of the 
Institute of Chartered Accountants in England 
and Wales was held in London on the 4th 
instant. 

Mr B. H. Binder, F.C.A., in the course of 
his address, said:— 

The heavy burden of taxation now in force 
and the absence of a near prospect of any 
material reduction, makes taxation, and 
especially the basis of direct taxation, a 
question of serious preoccupation. 

The necessity of undertakings reserving 
part of their profits to provide additional 
funds to finance their businesses and, in par- 
ticular, to carry stocks at enhanced values 
and to provide for the increased cost of the 
replacement of fixed assets is now well recog- 
nised and regarded as sound financial policy. 
Surely profits ploughed back mto a business 
merit encouragement in the shape of a re- 
mission of taxation instead of having taxation 
imposed upon them. The increased initial 
allowances on capital expenditure provided 
for in the new Budget, while a step in the 
right direction, not only do not go far 
enough but only result in a temporary re- 
lief which, in effect, has to be paid for in the 
future. 

Another example of the necessity of 
tempering the wind of taxation to the shorn 
lamb is the case of self-employed professional 
men, which includes our practising members. 
The detrimental effect of the present basis of 
taxation on the earnings of professional men 
in practice is explained in paragraph 70 of 
our annual report. T echo the hopes of the 
Council, that the memorandum on the sub- 
ject prepared by a joint committee of the 
Institute and the Law Society and submitted 
to the Chancellor of the Exchequer, will 
receive favourable consideratien. 

In view of the unfairness of some of the 
bases for calculating profits tor assessment 
for taxation, I welcome the proposal of the 
Chancellor to set up a committee “ to enquire 
into the method of computing net trade profits 
for the purpose of charging them to income- 
tax and profits tax, and into the question of 
the basis period to be taken in assessing the 
tax on the profits so ascertained.” 


NATIONAL INTEREST : WORK AND 
PRODUCTION 


As a substantial reduction in taxation 
generally, however Gevoutly to be wished, is 
not an expectation to be indulged in, the only 
present remedy available to us to reduce the 
heavy taxation burden is to increase the 
national income. The only way to do that 
is for the nation as a whole to work harder 
and more skilfully so as to increase produc- 
tion and, consequently, the national income. 
However wealth may be distributed, there is 
no substitute for hard work. 

While providing incentives for work, we 
must inculcate the old idea of the dignity of 
Jabour and emphasise that the expectation of 
getting something for nothing must,*in the 
long run, remain unfulfilled. 

Somplacency with the progress already 
made may impede the attainment of the 
further improvement in production so vitally 
necessary for our economic salvation. 

While we are today receiving the benefit 
from the Unnted States of America of what is 
known as Marshall Aid. a description that is 
applied to the most generous altruistic policy 
ever adopted by one nation to help others, it 
must be realised that this assistance will only 
be continued for a limited period. When it 
ends and we have to rely solely on our own 
resources, then, if in the meantime we have 
not by hard work increased our national pro- 
duction, we shall have to say, “ Ichabod, the 


glory is departed.” Let us hepe that that 
will not be the case. 
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TELEPHONE AND GENERAL > TRUST, 
LIMITED 


PROGRESS OF OPERATING COMPANIES 
SIR ALEXANDER ROGER’S STATEMENT 


The twenty-third ordinary general meet- 
ing of this company will be held in London 
on the 24th instant. . 

The following is an extract from the 
statement by the chairman, Sir Alexander 
Roger, K.C.LE., which is being circulated 
with the report and accounts for the year 
ended December 31, 1948:— 

The trust’s profit for 1948, after charging 
£73,615 for profits tax and income tax, 
amounts to £77,874—an increase of £2,169. 
Dividends, interest and sundry receipts at 
£213,454 show an increase of £11,960. The 
preference and ordinary dividends of 7 per 
cent, and 8 per cent. respectively require 
£53,163 after deducting tax. The revenue 
reserve at £90,000 plus the carry-forward is 
equal to over 26 per cent, of the issued 
ordinary capital. 

The valuation of £1,581,917 for quoted 
investMents represents an appreciation of 
55.95 per. cent. on the net book cost of 
£1,014,350. The directors consider the 
valuation of unquoted investments at their 
book cost of £152,175 to be fair and reason- 
able. 

The total of the capital and revenue 
reserves of the group amount to £801,691, 
an increase of £90,507 over 1947. This 
represents 62.7 per cent. of the total issued 
capital of £1,277,000, or 110 per cent. of 
the issued ordinary capital of £727,000. 


TELEPHONE OPERATING COMPANIES 


Portugal—-The trust has been closely 
connected with the Anglo-Portuguese Tele- 
phone Company since 1927, directly through 
its investments by means of shares and loans, 
and also through its associates in the manu- 
facturing, research, engineering technique 
and consulting fields. 

In 1948 stations increased by some 7,900 
and the total at the end of the year was 
approximately 88,500, while the demand for 
telephone services throughout the company’s 
areas in Portugal shows no abatement. 

During 1948 active negotiations proceeded 
with the Portuguese Government for an 
upward revision of tariffs. These negotia- 
tions are still proceeding, and it is hoped that 
a settlement will shortly be reached which 
would enable the required expansion to be 
resumed. 


VENEZUELA 


The trust’s investment interest in 
Venezuela through both Telephone Proper- 
ties, Limited, and the Nacional Telephone 
Company of Venezuela is an important one. 

The development of the country and its 
resources is creating an increasing demand 
for telephone service, and during 1948 
approximately 6,500 stations were added, 
bringing the total in round figures up to 
52,600, 

WEST INDIES 

The year has been one of considerable 
activity and development in the telephone 
companies in Jamaica, Trinidad and Tobago, 
and Barbados. In Jamaica, net additions to 
plant amounted to no less than £268,128 
and further expenditure of over £350,000 is 
planned for 1949 and 1950. The confidence 
of the Jamaica public and of the trust in 
the telephone company is illustrtted by the 
successful issue during 1948 of £200,000 in 
debentures and £200,000 in ordinary shares, 
of which over £300,000 was subscribed 
locally, the balance being readily subscribed 
by the trust. It is. extremely interesting to 
report that the company has some 
ordinary shareholders of whom 233 are 
holders of £10 and less. : 

During the year 1,275 new stations were 


connected, making a total of 10,019 in opera- 
tion at December 31, 1948. 


TRINIDAD AND TOBAGO 


A similar record of progress comes from 
the Trinidad Telephone Company, which 
operates the telephone systems of Trinidad 
and Tobago. Capital expenditure amounted 
to £136,800, and stations increased by 1,200 
and 12,216 at December 31, 1948. The 
Trinidad public were invited to become 
shareholders and an issue of B.W.1.$500,000 
(£104,166) 5 per cent. redeemable cumulative 
preference shares at par was heavily over- 
subscribed, thus indicating the confidence 
felt in the company. The trust also sub- 
scribed for a_ further B.W.I.$450,000 
(£93,750) ordinary shares. Additional large 
scale development and reconstruction is in 
progress and contemplated, which initially 
is being financed by the trust until such time 
as the telephone company desires to issue 
further capital to provide for expansion. 

In Barbados the telephone company with 
3,700 stations—an increase of 399 during 
1948—provides service like all the companies 
in which we are interested by the most 
modern type of automatic equipment. It 
spent over £31,000 upon capital development 
during the fifteen months to December 31, 
1948. Further capital expenditure of over 
£60,000 is planned during 1949 and 1950. 


CRUSHING LOAD OF TAXATION 


As an industrialist I rejoice in Sir Stafford 
Cripps’s revelation that “ we cannot have our 
cake and eat it.” We need a great deal more 
of this dour realism in dealing with our 
national affairs. We must acknowledge the 
Chancellor’s efforts in harmony with his 
general views, -particularly in regard to the 
increase in the initial depreciation allowance, 
the stop on the increase in food subsidies, 
the indication that some form of payment 
may have to be devised for the benefits of the 
health services, and avoiding further expan- 
sion of capital expenditure on social services, 
thus leaving some room for the more 
urgently required improvement of our pro- 
ductive capacity and efficiency. 

I would have been infinitely more happy, 
however, if definite proposals had been made 
for a substantial reduction in our crushing 
load of taxation. I would have expected, for 
example, that many of the Government's 
vote-catching schemes involving vast sums of 
capital and revenue and absorbing great 
material resources would at least have been 
postponed if not cancelled until such time as 
these luxuries can be afforded. 

A POSITION OF URGENCY 

Nobody with his eyes open can fail to 
see the urgency of the position. In the past 
year countries which emerged from the war 
with great wealth and external resources have 
been reduced to stringent limitation of their 
imports, not alone from dollar countries but 
from the sterling area itself. 

I am all for giving full scope to the mer- 
chant adventuring spirit as recommended by 
the President of the Board of Trade in 
enlarging our exports to North America. 
With the best will in the world, however, 
one cannot altogether free one’s mind from 
the fact that if the adventurer makes a profit 
the bulk of it is taken by the Government, 
and if he makes a loss he must bear it him- 
self. Furthermore, if the business is made 
unusually efficient and unusually prosperous 
it then becomes subject to criticism on 
grounds of excessive profit, is restricted by 
dividend limitation from distributing the 
rewards of its efforts, an” "yecomes an object 
for future nationalisation, 
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_ CABLE AND WIRELESS 


(HOLDING) LIMITED | 
INCREASED INCOME 


The twentieth annual general i 
Cable and Wireless (Holding), Limited tt 
held in London on the 29th ultimo.’ * 

. Sir Edward Wilshaw, K.C.MG (the 
governor), after referring to the recent death 
of Admiral H. W. Grant, C.B., and the great 
loss sustained by the companies which he 
had served for over thirty years, said: | think 
that we may congratulate ourselves that at 
the end of a year of adverse conditions our 
investment income has increased by £60,000; 
our realised profit on sale of investments 
amounts to £355,000. The value of our 
quoted securities shows an appreciation of 
£450,000, whilst the unquoted securities are 
over £1,000,000 more than the book value 
When added to these we have received 
£32,195,000 for the shares in the Operating 
company, which had a value of 
£25,128,500 and interest amounting to 
£2,087,823 gross ; further, we have 
sold over £10,000,000 of the compensation 
stock at a profit—this indeed is no mean 
record, 

_It may interest you to know how widely 
distributed is the stock of your company, 
Of the ordinary stockholders, 54 per cent, 
hold only £100 of stock or less, nearly 90 per 
cent. do not hold more than £500, and in the 
case of the preference stockholders over 75 
per cent. hold £500 or less. ‘These are 
illuminating figures, and tend to show how 
much of the capital is held in small holdings, 

As regards the compensation award, I 
desire to record our appreciation of the 
efforts of all those who were concerned in 
preparing and presenting the company’s case 
before the tribunal. This embraces the 
eminent counsel, the solicitors and the 


managing directors, officials and staff of the : 


company. 
The report and accounts were adopted, 


A RECONSTRUCTION SCHEME 


The business of the meeting having been _ 
concluded, the governor made a further state- | 
ment, in the course of which he said: Ast © 


the future, yous directors are giving their 


closest attention to the involved and very | 
complicated situation, which raises a number | 
of legal points on which we are, and have ; 
been, seeking legal and professional advice, 
They are preparing a balanced scheme of | 
reconstruction which has regard to the | 


various classes of shareholders. In the mean- 


time, speculation in the shares is to be 


deprecated. 


They are of opinion that a sotal winding- | 


up would not be in the best interests of the 


stockholders, for, apart from other reasoms, | 


with so large a portfolio, including a pre 
portion of securities which would not 
speedily be realised, the process of disposing 
of these securities would be very prolonged 
and have a tendency to put market prices 
down. 


PROPOSED DISTRIBUTION 


Your directors, however, consider that i 
would be in the best interests of the stock 
holders to distribute a substantial portion 
the compensation. It would be premature @ 
give any indication of a scheme untl as 
finalised, but you may rest assured that it 
the directors’ desire to complete the matte 
ai the earliest possible date after havias 
obtained professional advice and having 
taken into consideration all the factors. 

These are matters which cannot 
advantage to the stockholders be 
hurried, but it is in everyone’s interest 1 
a comprehensive scheme should be “ 
for the consideration of the stoc st 
soon as possible, and it is to that end 
your directors are exerting their energies 

The proceedings terminated with a wot: 
of thanks to the president, governor, 
and staff. 
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JOHN SUMMERS AND SONS; LIMITED 


STEEL INDUSTRY’S GREAT ACHIEVEMENT 
MR. RICHARD SUMMERS ON NATIONALISATION 


nnual general meeting of John 

Lo and Sons, Limited, will be held 
at The Dorcester Hotel, Park Lane, London, 
W. on the 25th instant. 

The following is an extract from the state- 
meat by the chairman, Mr Richard F., 
summers, which has been circulated with 
ihe report and accounts for the year ended 
December 31, 1948 :— 

Firstly I will deal with the trading profit, 
yhich you will have noticed is down by 
{178,840 for the group. ‘This is fully ex- 

ined by the fact that during the year there 
vse substantial rises in production costs 
mtirely outside our control, the main in- 
gtases being in the cost of coal (an increase 
@ 5s. a ton) and in wages. Another factor 
qauibuting to the lower profit was a volun- 
wy reduction of £1 per ton in the selling 
pice of a substanual proportion of our sheet 
wuiput, which came into force last April. 


PRODUCTION 


It is now common knowledge that the 
«eel industry exceeded the target set by the 
Government for 1948 by a very handsome 
margin. I am pleased to be able to tell you 
dat your company made its full contribution 
i this achievement, and our production of 
wel ingots was the highest in the whole 
history of the company, beating the 1947 
fgure by approximately 60,000 tons. It is 
do gratifying that the high rate of ingot 
poduction was reflected right through the 
process, and all our rolling mills were ahead 
oftheir last year’s production figure. These 
highly satisfactory results have been brought 
tout by the consistent efforts of all con- 
wmed, and by the improvement in the 
wpplies of the raw materials for our furnaces. 

In spite of these better production figures 
we have still been unable to meet all the 
requirements of our customers, but we have 
maintained our quality, and our reputation 
lr living up to our promises and distributing 
cur products as fairly as possible remains 
mimpaired. It is still a source of regret to 
wthat we have been unable to export a larger 
quantity of our products. 


NATIONALISATION 


Since we met last year the Government 
wt introduced into Parliament the Iron and 
Sel Bill, under which the whole of the 
‘sets of your company and its subsidiaries 
wuld be taken over by the acquisition by the 
iit of your stockholdings. I want to make 
perfectly clear that in our opinion if this 

‘implemented it will be harmful to the 
uuen and to the industry. Your directofs 
ut satisfied that the arguments against the 
il ae overwhelming and conclusive, and I 

the following recapitulation of the 

- of our company will emphasise this 


As Thave told you before, it was founded 
my grandfather nearly 100 years ago on 
‘very humble basis—namely, the manufac- 
le of clog irons in a back room of his house 
a idge. Ever since then it has been 
‘sory of continuous progress, and early in 
m pieseni century it was in the proud posi- 
‘an Of being the largest producer of steel 
Outside the United States. It has an 
paralleled record of good will between the 
rl the staff, and the workpeople. 
a Mt became abundantly clear that the 
Method of producing sheets must be 
weandoned, and the new technique developed 
me must take its place, those in con- 
re business did not hesitate to take 
cme teaching decision, because they were 
aon that it was in the national interest, 


mM the interest of many thousands of 





people employed by the company that jt 
should be maintained in the forefront of the 
steel sheet producers in this country, and 
must continue to be competitive in world 
markets. Surely this shows that there was 
no lack of enterprise, no lack of appreciation 
of the widest possible national interest. 


A PROUD ACHIEVEMENT 


For many years prior to the introduction 
of protections we were subjected to the 
dumping of foreign steel into this country 
at very low prices, but all through that period 
we were able to maintain employment at a 
high level and produce our sheets at com- 
petitive world prices. This did not just 
happen, it was due to the fact that the 
direction of the company was carried out on 
the spot by people who had spent their whole 
lives on the job. 

We pride ourselves that we have always 
kept abreast with the times, and I should 
like to remind you that when we installed 
the continuous strip mills in 1939 we had 
already further plans for carrying on the 
development and enlargement of the business; 
it was only the intervention of the war that 
stopped us from putting these into force 
earlier, We are satisfied that what we have 
done has been right from the national point 
of view; we are satisfied that we have kept 
pace with all modern developments in pro- 
viding amenities for our employees, and that 
our actions have lightened the physical effort 
required, and have produced a product im- 
measurably superior to that which could be 
achieved by the old method. 


CAPABLE OF MANAGING OUR OWN AFFAIRS 


Surely this is a clear indication that we are 
capable of managing cur own affairs. The 
enormous amount of new plant that we have 
installed has demonstrated that we could raise 
the necessary money to carry out these 
developments, and we know that if it were 
not for the Steel Bill we could not only obtain 
all the money required for our present plans, 
but demonstrate that we could earn a satis- 
factory return on the outlay. What benefit, 
therefore, can be achieved by taking away 
our control and our direction, and super- 
imposing an impersonal authority from 
Whitehall ? 

What I have said of our own achievements 
is in large measure true of the steel trade 
as a whole You vvill have read about the 
record outputs that have been achieved ‘re- 
cently, and that the industry produced its 
own plan of development which will cost 
some {£200,000,000, and which was readily 
accepted by the Government Clearly it must 
be better to leave an industry which has 
contributed so much to the nation, and which 
has shown such a strong spirit of progress, 
to be managed and directed by those who 
have proved that they can do it, and who 
enjoy the confidence of the men and their 
unions. We have worked under Government 
supervision se far as prices are concerned 
since 1933. Since the war we have worked 
with the Steel Board, set up by the Govern- 
ment to take over the control of prices, and 
to see that our general policy was in line 
with the overall requirements of the nation. 
This system was working well; we had never 
questioned it, and were prepared for it to 
continue, to be improved and if thought 
desirable, to be expanded. 

There is much more J] could say on this 
subject, but I hope I have said enough to 
prove the soundness of our case against the 
Bill. I can only hope that the disaster may 
still be averted, and that the splendid work 
accomplished may continue for the good of 
all. 


865 
UNITED KINGDOM GAS. , 
CORPORATION, LIMITED 


‘SOUND UNDERTAKINGS 


The annual general meeting of the United 
Kingdom Gas Corporation, Limited, was 
held on the 28th ult. in London, 


Colonel W. Moncrieff Carr, O.B.E., T.D., 
M-Inst.Gas E, (the chairman), in the course 
of his speech, said: The net revenue for the 
year 1948, after providing for taxation, 
interest and all other expenses, amounted to 
£180,254, an increase of £14,867 over the 
net revenue for 1947. With the balance of 
£54,877 brought forward, and transfer of 
£13,000 from the reserve for premiums on 
redemption of the redeemable preference 
stock, and debenture stock, the balance 
available is £248,131, against £192,329 
at the end of 1947. Your directors 
recommend a final dividend of 34 per 
cent. on the ordinary stock, making a 
total distribution of 7 per cent. for the year 
I think you will agree that these results are 
satisfactory. 


IMPROVED CONDITION OF CONSTITUENT 
UNDERTAKINGS 


Three days hence the assets of the Cor- 
poration pass into the ownership of the 
state, and we may say with justifiable pride 
that every single undertaking we are handing 
over is in immeasurably better condition than 
when we acquired it. This is true not only 
in respect of physical condition of plant, but 
also in respect of organisation, systems of 
management, costs of production and supply, 
and quality of the service rendered to the 
public. Each and every subsidiary under- 
taking is both efficient and financially sound, 
and the staffs and workers that go with them 
are men and women trained to the highest 
working standards. 

In 1936 the capital employed per million 
cubic feet of gas produced was £815; today 
it ts £467 per million. Similarly, the cost of 
interest and dividend charges has fallen from 
2.689 pence per therm sold in 1938 to 1.571 
pence per therm sold in 1948. During all 
this period, notwithstanding that wages have 
doubled and costs of coal more than doubled, 
the average realised price per therm of gas 
sold by the Corporation’s constituent under- 
takings has only risen from 8.6 pence per 
therm to the still very low price of 11.5 
‘ence per therm. 


As we say farewell to the organisation we 
have built up under free enterprise nobody 
can lay the charge against us that the threat 
of nationalisation has halted us in the 
slightest degree in our march towards our 
expensionary goal. We have pushed ahead 
against all sorts of difficulties with only a 
single aim before us; the interests and 
service of the public. 


TEAM-WORK 


In this valedictory address it would be 
wrong if I did not pay tribute to the 
immense help the management of your 
corporation has received from the different 
members of the board, all of whom have 
devoted themselves without stint not only to 
the work of the Corporation but also of its 
subsidiary companies in whose direction 
without extra remuneration they have assisted 
and advised our local directors, to whom also 
our thanks are due. 


Finally, I should also like to express our 


.thanks to the engineers and managers, staffs, 


and employees who have one and all con- 
tributed to the magnificent results achieved 
and have been members of the grand team 
I have had the honour of captaining. I 
know that to their new captain they will give 
the same ungrudging and splendid loyalty 
they have always given to us. 

The report and accounts were unanimously 
adopied. 
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ROYAL INSURANCE COMPANY, LIMITED 


103RD ANNUAL REPORT 


RECORD WORLD-WIDE FIGURES 


PROFITS IN ALL DEPARTMENTS 


SURVEY BY COL. A. C. TOD 


In a statement circulated with the one 
hundred and third annual report and accounts 
of the Royal Insurance Company, Limited, 
the chairman, Col. A. C. Tod, C.B.E., T.D., 
D.L., gave the following summary of the 
results for 1948: 

Fire, accident, and marine premiums, at 
£31.6 million. were the highest the compaay 
had ever recorded, and «howed an increase 
of £1,636,000 over 1947. 

Underwriting profit was £2,356,000 com- 
pared with £1,438,000 in the previous year, 
which also established a new tecord 

New life sums assured, at £8,144,000 re- 
presented an advance of over £170,000 on 
the 1947 figures. 


LOW ADMINISTRATIVE COSTS 


The expense ratio (apart from agency com- 
mission and taxation) was 14.6 per cent. of 
the premiums. Remembering that the com- 
pany’s business was that of a widespread 
retail distributive service in which many 
thousands of policyholders looked for indivi- 
dual attention to their personal insurance 
problems, the administrative costs were credi- 
tably low and bore favourable comparison 
with any industry in the country providing 
similar personal service. 


FIRE—RECORD INCOME 


Fire premium income, at home and over- 
seas, had advanced to the record figure of 
over £15 million, and results were again 
satisfactory. ; 

In the United States, fire premiums showed 
expansion, and losses were lower despite the 
increased fire wastage which was the highest 
in the United States’ history. Throughout 
the overseas territories there had been the 
same story to tell of continued expansion of 
business, and of satisfactory fire underwriting 
results. 


ACCIDENT—SOLID PROGRESS 


In the accident department, premiums had 
totalled £13,373,000, and the year was one 
of solid progress. This department had its 
special problems; the impact of numerous 
and costly motor claims in many territories 
throughout the world ; the prevalence of theft 
symptomatic of a world short of material 
goods; the regrettable aviation casualties 
which had pressed somewhat heavily on 
an account still in its early development 
stages. Notwithstanding all this, this de- 
partment had shown a profit, which, if mod- 
erate, was satisfactory. 


LIFE—SUSTAINED BUOYANCY 


The sustained buoyancy of the new life 
business—over £8,000,000 for the first time 
—suggested a full appreciation by the public 
of the need for life assurance and pension 
provision on a voluntary basis beyond the 
limits of the State scheme benefits 


MARINE PROFIT 


The marine account for 1947 had been 
closed with a profit of £335,800. There was 
still delay in the carrying out of ship repairs, 
There was, however, an improvement in this 
respect as compared with recent years The 
meeting of heavy settlements on closed years 
might, however, for some time, still be ex- 
pected. A notable feature of the hull market 


had been the hizh value of new tonnage, and 
substantial increases im insured values of 
vessels already in service. Cargo rates had 
shown a noticeable downward trend 


DIVIDEND 


The directors recommend a final dividend 
of 3s. 9d., making 7s. 6d. per £1 stock for 
the year, the same as for 1947, It would be 
apparent to stockholders that the results of 
the year’s working would, in normal circum- 
Stances, have justified the directors in con- 
sidering a somewhat larger dividend, bur in 
deference to the request of the Chancellor 
of the Exchequer, it was proposed by the 
directors to maintain for this year a dividend 
of the same rate as last year, to which it had 
been raised two years before. 

CHIEF GENERAL MANAGER—RETIREMENT 

Sit James Dyer Simpson, the chief general 
manager, would retire at the end of May 
after a long and distinguished career. His 
outstanding qualities of leadership and ability 
had been of untold value, not only to the 
companies of the “Royal” group, but to 
insurance as a whole. He would carry with 
him whole-hearted good wishes for many 
years of happiness. 

The executive direction of the company’s 
affairs would rest with the general managers, 
Mr Berry, Mr Sturgeon, and Mr Trustam. 





GENERAL ACCIDENT, FIRE 
AND LIFE ASSURANCE 
CORPORATION, LIMITED 


FURTHER EXPANSION 


The 63rd annual general meeting of the 
corporation will be held on 25th instant in 
Perth. 

Mr R. G. Simpson, the chairman, in the 
course of his circulated speech, states: The 
net income of the corporation from all sources 
during 1948 amounted to £20,832,908 and 
the balance at credit of profit and loss account 
at £1,029,488, shows the satisfactory increase 
of £268,000. 

In the life department the premium income 
continues to expand and the overall cost is 
further reduced to the modest figure of 154 
per cent. 

Further expansion occurred in the accident 
and general department last year, in spite of 
the loss of workmen’s compensation business 
in the United Kingdom. The premium in- 
come amounted to £16,192,829, an increase 
of over £2,000,000. 

The fire department reveals still further 
expansion in both net premium income and 
profit, 

The great strength disclosed by the 
accounts must be a cause of satisfaction not 
only to shareholders but also te our policy 
holders. 

In 1899 the General Accident entered the 
United States for the first time. This year we 
celebrate our Jubilee. The original deposits 
and subsequent remittances from the United 
Kingdom amounted to $5,300,000. Since 
then remittances received trom U.S.A down 
to the end of our financial year amounted to 
$21.5 million. Our annual premium income 
is approximately $40 million. We have an 
investment portfolio of $60 million and at the 
end of last year a surplus amounting to over 
$23 million These are impressive figures. 
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BRUSH ELECTRICAL 
ENGINEERING 


ORDINARY DIVIDEND RESUMED 


The annual general meeting of The Brush 
Electrical Engineering Company, Limited 
was held, on the 5th instant, in London, ’ 

Sir Ronald W. Matthews, the chairman 
depot The following is an extract from 

is Statement, circulated with the report and 
accounts. 

The directors’ report and accounts for 
the year ended December 31, 1948, show 
that the improvement already apparent jn 
the company’s position in 1947 continued 
throughout 1948. The directors therefore 
felt justified in recommending a resumption 
of dividend on the ordinary shares. I would 
like to draw your particular attention to two 
factors which have weighed with the beard 
in making this recommendation. 

First, the directors have felt that before 
recommending the resumption of ordinary 
dividends the reserves should be restored 
to a figure in excess of the amount. taken 
from that source in 1946. This has now 
been achieved. 


ry 


Second, the stockholders will recall that the 7 


company’s 1946 accounts had a note thereon 
to the effect that provision for the modifica- 


tion of Brush Ljungstrom Turbines had been © 


initiated in 1947, and should be completed 


in 1951 at a total cost to the company of © 
approximately £300,000. In the years ending — 
December 31, 1946 and 1947, a total sum © 
of £150,000 had been put aside to cover a | 


portion of the estimated expenditure under 


this heading. This year a further £150,000, © 


which it is felt should be sufficient to cover © 


the balance of the estimated expenditure, ha | 


been set aside. 
During 1948 The 


Brush _ Electrical 


Engineering Company, Limited, attained an : 


output of over £6,000,000. 


I think you will 7 


agree that this figure, representing as it does, © 
an increase of very nearly one-third over | 
that for 1947, shows a truly remarkable effort | 


by everyone concerned. 


SUBSTANTIAL ORDER BOOK 


Turning now to the future prospects of 


the company, I propose to deal with the posi- | 


tion on the basis of the merger which came - 


into effect on January 7th last. The group's 
total order book at that date was in the neigh ~ 
bourhood of £20 million, which will provide 3 


some 18 months’ work at the rate of outpul © 
It is a gratifying fact @ 
that in spite of the substantial increase 0 © 
output which has been achieved over the past 
12 months, orders came in during 1948 ata” 


we are now achieving. 


faster rate than we were delivering. 


In the first two periods of 1949 this excess _ 


of input over output has continued, alt 


output in the first two periods of 1949 is 
some 30 per cent. above that achieved for the | 
same two periods of 1948. We have set out 
selves a production target in 1949 well 0 


excess of that achieved in 1948. _ 
Subject always to the possibility of, 7 
favourable developments in internation 
affairs or to some grave deterioration in 
country’s economic situation, I feel ju 
in saying that the company’s prospects 
1949 are bright. No one can tell how world 
conditions will develop, but the results whe 
are available to the directors for the first tw 
periods of 1949 show that invoicing im 
two periods is 30 per cent. in excess 
achieved in the similar periods of 1948. ‘ 
There is little likelihood of duplication 
orders such as has occurred with 
goods. We can say that with the except 
of one or possibly two departments, the oe 
of the orders placed with your Oe oe 
for capital goods from customers or 
standing, and there is little likelihood of a 
serious cancellations. The two 


to which I refer account for only some 5 pe 
cent. of the entire order book. 
The report was adopted. 
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qup ECONOMIST, May 7. 1949 


SPILLERS 


LIMITED 


INCREASED PRODUCTION OF FLOUR 


LARGER OUTPUT OF ANIMAL FOODS 


NEED FOR RELAXATION OF CONTROL 


MR ARTHUR WHITTAKER’S STATEMENT 


The sixty-second annual general meeting 
of Spillers Limited, wi}} be held, on the 27th 
gsant, at The Abercorn Rooms, Great 
gstern Hotel, London, E.C, 


The following is the statement of the chair- 
ga, Mr Arthur Whittaker, which has been 
gulated with the report and accounts:— 

My first comments concern the prefit and 
gs accounts laid before you for the year 
ded January 31, 1948. ‘The Trading Sur- 
pus of the Parent Company of £1.135,000 
ind that of the Group of £1,724,000 have 
greased «respectively by £102.000 and 
{69,000 over the corresponding amounts 
jor the previous year. 


The continued rise in the level of capital 
ass has necessitated a further increase in 
the amount set aside for depreciation and 
cbsolescence of fixed assets in order to make 
gme provision towards their ultimate re- 
jacement. ‘This provision has accordingly 
ten raised to £300,000 for the Parent Com- 
pay and £452,000 for the Group, and it 
may well be that these sums will require to 
te further supplemented in the future. I 
gould explain that these provisions, while 
cftainly no more than adequate from a com- 
madal standpoint, are substantially in excess 
dthe wear and tear allowances made by 
te Inland Revenue and those granted by 
ie Ministry of Food under the Flour Milling 
(entrol afrangements. 


AN ANOMALOUS SITUATION 


We are, therefore, faced with the anoma- 
kas situation that while it is clearly neces- 
wy to make materially greater provision 
ft the replacement of fixed assets if con- 
touity of operations and productive efficiency 
i 10 be maintained, it has so far proved 
mpessible io have this factor taken into 
ecuumt by the Ministry in determining the 
ws of flour, This is the more serious since, 
a} said last year, there has been no jncrease 
the net profit margin per unit of output 
® acord with the general inflation which 
hs tken place since the prewar era upon 
which that margin is based. In essence every 
tm of cost has risen substantially, but no 
meease is permitted in either the deprecia- 
ten allowance or the profit margin. Indeed, 

former is reduced as, the assets grow 
Cider and the latter has fallen since only 
‘portion of the prewar margin is allowed 
@ output over the prewar level. It would, 
think, be difficult to point to any other 
tor industry to which the same treatment 
8 accorded. 


Taxation (which includes the first year 
Profits tax at the higher rate) absorbs 

in the Parent Company and 
£766,000 in the Group, and there remain 
enon net balances of £443,000 and 


thee pat balances have been dealt with 








Parent Co. Group 
3 £ £ 

Xe dividends paid 

1 proposed) 325.000 340,000 
fansferred to 
General Reserve 100,000 100,000 
Added 10 

Gary Forward ...... 18,000 125,000 
443,000 565,000 





RESERVES 

I now deal with the balance sheets at 
January 31, 1948. On the liabilities side, I 
think only the reserves call fer individual 
comment. The reserve for obsolescence and 
replacement of fixed assets appears as a 
separate item for the first time, having pre- 
viously been deducted in arriving at the book 
value of thé fixed assets. The practice fol- 
lowed is to deduct from the latter depreciation 
at rales designed to write off the original 
cost over a given pericd of years and to add 
to the obsslescence and replacement reserve 
the additional provision made to accord with 
the increasing cost of replacement. 


. The previous reserve against investments 
in subsidiary companies has been amalga- 
mated with the general reserve. The con- 
ungencies reserve now appears under revenue 
reserves in place of current liabilities as it 
is in the nature of a general provision as 
distinct from a cover against a specific 
liability. 


ASSETS 

On the assets side, the fixed assets of the 
Parent Company have been divided between 
land and buildings. on the one hand, and 
plant, machinery and equipment, on the 
other. A similar division was not practicable 
in the case of the consolidated balance sheet. 

The book value of the operating fixed 
asseis of the gicup is £3,827,000. An inde- 
pendent valuation which has been prepared 
for the guidance of the board shows that the 
present value, after Mowing for the expired 
life, is of the order of £19.000,000. 

The increase in the holdings in subsidiary 
companies is accounted for by the acquisi- 
tion of the remainder of the share capital of 
an existing subsidiary company. There has 
been a substantial increase in stocks, as 
against the previous year, which 1s mainly 
due to the carrying of greater quantities. The 
net current assets of the group amount to 
£6.573.000, an increase of £106,000 on the 
previous year. 

On the basis of the book values of fixed 
assets the total capital employed in the group 
is just over £11,500,000. Adopting the 
valuation of fixed assets mentioned above, 
this would become nearly £27.000,000. 
Viewed in relation to these amounts, the net 
profit (before providing for income tax) of 
£1,100,000 represents no more than a modest 
reiurn and the proportion coming from the 
flour milling operations can only be regarded 
as inadequate in the present circumstances. 
The strong financial position of the company 
dees not derive from the current earning of 
high profits on milling, but from the con- 
servation of resources over a long period and 
a cautious policy of broadening the base of 
the business. 


LEVEL OF OUTPUT 


Se far 2s volume of trading is concerned 
the production of flour in the year ended 
January 31, 1948, exceeded that of the 
previous year, and the higher level has been 
maintained in the year ended January 31, 
1949. On the animal foods side output in 
the year ended January 31, 1948, was also 
greater than in the previeus year, and there 
has been a further marked increase in the 
year ended January 31, 1949. This expan- 
sion results from more raw material being 
made available ; and both the demand and 
the manufacturing capacity exist fer still 
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greaier production if the raw materials can 
be obtained. 


CAPITAL WORKS 


Tam glad to report that there has recently 
been some easement in the situation concern- 
ing the carrying out of capital works, with 
the result that work has commenced on the 
site of our projected new mills at Lendon, 
Hull] and Gainsborough to replace capacity 
destroyed by enemy action during the war. 


Indications are, however, that progress will 
be slow at least for a time. Satisfactory pro- 
gress has been made with the replacement at 
Birkenhead of the milling capacity of our 
subsidiary company, Paul Brothers, Limited, 
which was destroyed by enemy action in 194]. 
It is expected that this will be in operation 
this summer. 


SUPERANNUATION ARRANGEMENTS 

The board has had under review with the 
consulting actuary the  superannuatien 
arrangements for the companys empioyees 
and preposals for amending these to bring 
them more into line with current conditions 
are wel] advanced and will be introduced as 
soon as possible These will involve inter 
alia the augmenting of the existing super- 
annuation fund by a substantial contribution 
from the company, but I am sure that it 
will be your wish that our policy in this 
respect should continue to conform with the 
best practice. At a later stage the board 
preposes to submit for your consideration 
certain modifications in the existing arrange- 
menis for directors’ pensions, 


DIVIDENDS 


For the year ended January 31, 1949, dis- 
tribution of profits has been recommended 
at the same level as for the previous year, 
the cash bonus of 2} per cent. being now 
absorbed in the dividend. The question of 
the extent of distribution in these times is 
peculiarly difficult. For many years we have 
followed a policy of moderation in these 
matters, as is well demonstrated by the finan- 
cial strength of the company, and in signify- 
ing our assent to do so this year in answer 
to the Chancellor of the Exchequer’s inquiry 
to the Federation of British Industries this 
represented no departure from that policy. 
But one naturally looks with dismay at the 
penal effect on some other industries of the 
ploughing back of resources in pursuance of 
a wise policy of providing for modernisation 
and development. 

The stockholders of this company have 
been content with a distribution which is 
modest in relation to the subscribed capital 
and reserves, in the knowledge that every 
effort would be made to cheapen the cost of 
production by maintaining the highest pro- 
ductive efficiency and to develop and expand 
the business in the manufacture of human 
and animal foods. I consider this to be a 
wise and prudent course, though the time 
may be approaching when it might be 
appropriate to consider whether it would be 
possible to bring the issued capital more 
into line with that employed in the under- 
taking by the capitalisation of some portion 
of the reserves. 


EF* ECT OF GOVERNMENT CONTROL 


The continuation of the present form of 
Government control of milling operations, 
whereby there is little scope for initiative 
and virtually no incentive outside our own 
sense of responsibility to maintain efficiency 
is causing us the utmost anxiety. Although 
these arrangements may have been well 
adapted to the circumstances of war, they 
are, in our opinion, clearly opposed to the 
best interests of the nation and the industry 
in time of peace. While recognising that 
existing economic conditions may prevent an 
immediate return to complete freedom of 
trading, we are emphatic in our view that 
much could be done as an intermediate step 
to restore that competitive impetus which is 
essential to the efficiency and wellbeing of 
any heahhy commercial enterprise. . 
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I would therefore urge upon all concerned 


the necessity for introducing measures for 


least’ partial decontrol without further 


delay The Government may be assured 
that we will accept any reasonabie risks which 


such a caurse may involve as we-are seriously 
perturbed about the inevitable long-term 


effect upon the cost of proddction of further 
prolongation of the present system. 


TRIBUTE TO EMPLOYEES 
Once again it is my pleasure fo convey 
to the managers, staff and workpeople ia all 
companies in the group our best thanks for 
their admirable service throughout the year. 





RUGBY PORTLAND CEMENT 
RECORD EXPORTS AND PROFITS 
MR HALFORD REDDISH ON THE THREAT OF NATIONALISATION 


The annual general meeting of The Rugby 
Portland Cement Company, Limited, will be 
held on the 26th instant 


The following are extracts from the speech 
of the chairman and managing director, 
Mr Halford W. L. Reddish, which has been 
circulated with the accoumts: 


The profit for 1948 is a record in the 
history of the company. Both production 
und deliveries of cement are also records. 
Our export trade in 1948 was three umes 
greater than in 1947, and contributed in large 
measure to the increased profit. For the first 
three months of the current year, production, 
deliveries and profits compare favourably 
with those for the corresponding period of 
1948, 


You will see from the accounts that the 
grass trading profit of the group amounts to 
£355,516, and that, after providing for depre- 
ciation, for all taxation and for the dividends 
on the preference shares, the net profit avail- 
able for the ordinary shareholders is 
£103,099. We propose a dividend of 15 per 
cent, on the parent company’s ordinary 
shares, which requires £41,250, leaving 
£61,849 to be added to the balance of un- 
distributed profits carried forward in the 
books of the parent and subsidiary companies. 
The contribution made to this dividend by 
each bag of cement sold in the home market 
is the modest sum of 0.31d. 


We also propose that a distribution of 5 per 
cent. be made to the ordinary shareholders 
from capital reserves. This, of course, 1s out- 
side the field of income tax. In the absence 
of unforeseen circumstances we hope to be 
able to recommend such a distribution 
annually until further notice. 


DIVIDEND POLICY 


We have been Ied to this recommendation 
by a number of considerations—among them 
ihe values at which the group’s assets as a 
whole stand in the books and the strength of 
the reserve position. For example, we have 
two subsidiary companies which contribute 
earnings of upwards of £30,000 per annum 
whose fixed assets stand in the books at 
“nil.” They have been written down by 
“ploughing back” profits in the past, as 
indeed have many of our other assets, and 
there can be no doubt that the group’s assets 
as a whole are worth a substantially larger 
sum than that at which they stand in the 
books, 


We have set out in the report some 
interesting facts relating to the ordinary 
shares of the company and the ordinary divi- 
dend. In the light of these facts we regard 
any attempt to limit the dividends paid to 
our ordinary shareholders as manifestly 
ineguitable. 

The Socialist argument that a restriction 
of dividends below the level allowed by 
prudent and conservative finance is anti- 
inflationary from the country’s point of view 
we regard as specious. There has been so 
much talk of dividend Limitation that it is 
easy to lose asense of proportion. In 1948 
the national total of wages and salaries was 
£5,825 million (an increase over 1947 of 
£545. million). The total of all preference 
anal ordinary dividends and debenture interest 


paid by companies in 1948 was £730 million 
gross (a decrease of £14 million as compared 
with 1947). 


If the present Government wishes to en- 
force measures so unfair to one section of 
the community it can expect no assistance 
from us. We have before us the treatment 
meted out to shareholders in the iron and 
steel comp2nies—a lesson which it is im- 
possible for us to ignore if we are to fulfil 
our duty to our own shareholders. We have 
of course given no undertakings to anyone 
on the subject of dividends. 


THE NATIONALISATION THREAT 


I imagine you will expect me to say some- 
thing about the proposal to nationalise the 
manufacture of cement. 


Can it be alleged that the cement industry 
is not efficient ? An independent tribute to 
the efficiency of the cement industry in this 
country, with its continuous programme of 
modernisation, came recently in a report on 
productivity issued by the International 
Labour Office in Geneva. This shows that 
there is one manufacturing industry in this 
country, and one only, with a greater output 
per worker than its opposite number in the 
U.S.A.—the cement industry. In the five 
years immediately pregeding the war, the 
industry, because it was well organised, was 
able to scrap obsolete plants with an annual 
capacity of 125,000 tons, and build in their 
place modern plants with an annual capacity 
of no less than 2} million tons. During that 
period the price of cement to the consumer 
was progressiveiy reduced until the rise in 
the price of coal (by far our largest individual 
item of cost) forced a reversal of the down- 
ward trend just before the war. The fact 
that the British cement industry has been 
able to export cement to almost every quarter 
of the globe at a profit margin substantially 
in excess of that obtainable in the home 
market speaks for itself. No; efficiency ts 
not the answer, unless it be that these 
socialists with their own blunderings are 
jealous of the achievements of private enter- 
prise. 


Can it be that labour relations in the 
industry are bad and that our workers are 
clamouring for nationalisation ? Hardly, I 
think. For very many years there has been 
a National Joint Industrial Council in the 
cement-making industry, which has func- 
tioned well and harmoniously ; and I have 
more respect for the intelligence of our 
workers than to think that with the examples 
of the already nationalised industries before 
them they would themselves wish to become 
State employees. In a highly mechanised 
industry such as ours, they are comparatively 
few in number, so perhaps the planners think 
they don’t matter. 


A WELL-ORGANISED INDUSTRY 


Can it be that the industry has been un- 
able to find the capital necessary for expan- 
sion ? On the contrary, there has never been 
a shortage of cement in peace or war. The 
industry, well organised as it is, has always 
looked to the future and kept its productive 
capacity ahead of demand. Expansion was 
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stopped by the war, but since 1944 extensions 
to existing plants and the erection of a 
plants have proceeded as quickly as the 
frustrations and delays. arising from Govern. 
ment interference have permitted. The 
cement industry received no capital aid from 
the Government during the war, and operated 
no shadow factories. It has found the capital 
from its Own resources—and this in Spite of 
the fact that with one or two minor exceptions 
the industey has had no postwar refunds of 
E.P.T. to assist it, and in spite of the low 
level of profit allowed in the home trade 
Tis production in 1948 was an all-time record 

Can it be seriously suggested thar 
nationalisation of cement manufacture would 
mean a big drop in the cost of building ? 
No, this is not the answer. As I have 
pointed out on many occasions in the past 
cement is an infinitesimal part of the total 
cost of any structure. For example, jf 
cement were sold at a price which included 
no profit whatever to the cement manufac. 
turer, it would be erring on the generous side 
to say that the cost of a £1,500 house’ would 
be reduced by 25s. And if anyone really 
imagines that a Board composed of political 
nominees who are newcomers to cement is 
going to reduce the cost of manufacture by 
remote control. .. Well, shall I say simply 
that I doubt it? 


Can it be that cement is so essential to the 
life of the community that it must be singled 
out for special attention? Whether in peace 
or war, there are scores of industries which 
are essential to the life of the community, 
Why, then, pick on cement? 


THE MONOPOLY BOGY 


Then it is suggested that cement is a 
“monopoly ” acting against the interests of 
the consumer, This is nonsense, as our re- 
cord proves and as one inquiry after another 
has confirmed. There are plenty of the 
necessary raw materials in this country, and 
the only thing which today makes it up- 
economic for a newcomer to enter the ir 
dustry is the unrealistic price policy of the 
Ministry of Works. If the Government 
thinks otherwise, let it build and operate a 
new works itself—and publish true accounts. 
And I must add that the consumer has re- 
ceived little apparent benefit so far from the 
monopolies which this Government has been 
so busy setting up. Cement prices in the 
home market have been entirely under 
Government control since September, 1939, 
and although 80 per cent. of the industry's 
deliveries of cement in 1948 went to the 
home market, they accounted for less than 
half the total profit. 


And lastly there is the myth so beloved of 
the theoretical socialists who have never had 
any contact with business that a well- 
organised industry restricts production l 
keep up prices. The Cement Makers 
Federation has no power and never has had 
the power, to restrict the output of any manu- 
facturer. Cement is made in large units of 
continuous process plant, and our prosperity 
is entirely dependent on the extent to which 
we can keep the wheels turning. That » 
why the cement industry has for many yeats 
spent large sums on research and propaganda 
to increase the use and the uses of cement. 
To restrict output would be the short road 
to ruin. 

No, ladies and gentlemen, there is no red 
reason for the nationalisation of cemeni, 
except the political prejudice of the wild men 
of the Left, and the matter therefore tks 
on a much wider significance. If iron 2 
steel today and cement and sugar tomorrow, 
what next? Let all other industries give 
to the rumbling of the tumbril. I 
say that we shall fight the proposal © 
nationalise cement by every legal and com 
stitutional means open to us, and that ¥¢ 
shall endeavour in the meantime [0 
every possible step ro safeguard your mm 
and the interests of all who work with ® 
I can at least assure you that whatever 
happens none of your directors will be @ 
accessory either before or after the fact 
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PARIPAN LIMITED 
DIVIDEND OF 40 PER CENT. 


twenty-ninth annual general meeting 
Pp . Limited was held, on the 4th 
stl, in London. . 

Mr Percy M. Randall, the chairman and 
‘ng director, in the course of his 

' said : : : 
year has been one of continued 
— and although the company’s 
wysiness has again increased, we have had 
» camry on our Operations subject to the 
and restrictions which have for so 
wee hampered private enterprise. Our sales 
me a been pegged at 1947 levels in 
cordance with the wishes of His Majesty’s 
Government, although the cost to us of raw 
qaerials, etc., has continued to rise during 


a recommend the payment of 
ful ordinary dividend of 30 per cent., less 
igcome tax, making with the interim dividend 
heady paid, 40 per cent. for the year. The 
reserve at £25,000 now exceeds the 
gure at which our secret processes and trade 
gaks stand in the balance-sheet which is, 
amy opinion, very satisfactory. 
The financial position of the company as 
fcosed by the balance-sheet_ at Decem- 
et 31, 1948, is a strong one. You will see 


that the a amen ane and reserves which 
are invested in the business stan ; 3 
at book values. erie 
_ In these days of returning competition 
in the markets of the world it is essential that 
our plant and productive capacity be main- 
tained and that we keep abreast with modern 
research and development in our industry. 
It is with this in mind that we are still 
endeavouring to obtain the necessary licences, 
etc., to enable us to complete the modernisa- 
tion of our factory at Egham, and although 
we have had the permission of the Board of 
Trade to go ahcad, we are still awaiting the 
approval of the Town and Country Planning 
Authorities. 
The report was adopted. 





JOHN BARKER AND 
COMPANY, LIMITED 

A SATISFACTORY ACHIEVEMENT 

The fifty-sixth ordinary general meeting 
of John Barker and Company, Limited, was 
held in London on the 28th ultimo. 

Mr Trevor A. Bowen, D.L., J.P., chair- 
man and joint managing direcior, in the 
course of his speech, said: 

I am pleased to report a net profit of 
£992,104 for the year under review. Of this 
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amount, taxation under its various schedules 
will absorb £508,456, leaving a balance of 
£483,648 for dividends and appropriations, 
and having regard to conditions obtaining 
during the year your directors consider this 
a satisfactory achievement. Your directors 
recommend a final dividend on the ordinary 
shares of 174 per cent., making 25) per cent. 
for the year. 

The past year has been a difficult one 
in many respects. The long spell of easy 
spending has definitely slowed up and has 
been followed by a period of indecision with 
a more calculated discrimination of spending 
on the part of the shopping public. This 
is bound to have a restrictive effect on future 
profits, but our turnover and profits have 
been well sustained in the past year. 

I fully appreciate the many difficulties that 
confront the powers that be, but in my 
opinion, the time is ripe for a vigorous and 
courageous lead by the removal of ‘all restric- 
tions on trading, consistent with national 
security and prestige ; this step. would give 
an enormous stimulus to free trading, and 
I am well assured that the result would 
justify such steps if taken. The recent aboli- 
tion of clothing coupons, a belated measure 
strongly advocated by the trade for some 
tume past, is a step in the -right direction 
of doing away with controls, 

The report was adopted. 


rrr LILLE 


NOTICES 
——————— 


LIVERPOOL EDUCATION COMMITTEE 


CITY OF LIVERPOOL COLLEGE OF COMMERCE 
79, Tithebarn Street, Liverpool, 2 
(Principal: A. R. BURNETT-HURST, M.Sc.(Bcon.), F.S.5.) 
APPLICATIONS are invited for the following full-time POSTS as 
LECTURERS with Senior Assistant status, duties to commence on 
September 1, 1949:— 

() LECTURER IN ACCOUNTANCY. Preference will be given to 
Chartered Accountants or incorporated Accountants with practical and 
taching experience. x 

(2) ‘URER IN PUBLIC ADMINISTRATION. Candidates 
dould be graduates with teaching experience, well qualified to lecture 
Central and Local Government and allied subjects up to the degree 
ad Diploma standards of the University of London. — 

@) LECTURER IN ADVANCED ECONOMICS. Candidates should 
te Honours graduates with teaching experience. They should be 
qualified to teach to the Degree standard of the University of London 
wd to train students in research methods. 

(@ LECTURER IN MANAGEMENT (with special reference to 
TRANSPORT and/or EXPORT). Preference will be given to graduates 
with practical and teaching experience. 

Salary in accordance with the Senior Assistants’ scale of the Burnham 
Technical Report (Men, £700 by £25 to £800; Women, £560 by £20 to 
0) plus appropriate additions in respect of degree and training. 
Forms of application and conditions of appointment may_be obtained, 
mreceipt of a stamped addressed foolscap envelope, from H. 8. Magny, 
MA, Director of Education, 14, Sir Thomas Street, Liverpool, 7, w 
whom compteted forms shoutd be returned within i4 days of the appear- 
ime of this advertisement. Canvassing, either directly or indirectly, 
vil be considered a disqualification. 

THOMAS ALKER, 
Town Clerk and Clerk to the Local Education Authority. 


teeter = 


MDDLESEX COUN'TY COUNCIL EDUCATION COMMITTEE 


HENDON TECHNICAL COLLEGE 
THE BURROUGH», HENDON, N.W.4 
Applications are invited for part-time lecturers in 
oieets for the session 1949-50:— 
Accountancy. 
Conimercial Law 
Money Market. 
Currency and Public Finance. 
Finance of Foreign Trade and Foreign Exchange. 
Practice of Banking. 
Economics. 
Geography. 
for further particulars and ferm of application, 
envelope to the Principal of the College. 
= T. B. WHEELER, Chief Education Officer. 


COUNTY BOROUGH OF BURTON-UPON-TRENT 
EDUCATION COMMITTEE 


BURTON-UPON-TRENT TECHNICAL COLLEGE 
: (Principal: =. WHITE, M.Sc.(Econ.)) 
Applications are invited for the post of Senior Assistant in Commerce 
Department, An honours graduate is sought, preferably with industrial 
: - Applicants should state main and subsidiary teaching 
‘wiects offered, 
aye salary, in a¢cordance with the Burnham Scale, is £700, rising to 
Per alifitim, with additions for traintng and/or degree, and the 
te will be subject to two calendar months’ notice terminating 
Sree of a School Term. The successful candidate will be required 
Applica medical examination. 
he tion Forms, which should be returned as soon as possible, 
ier gy obtained by sending a stamped addressed envelope to the 
Raucation A. H. BLAKE, Secretary and Director of Education. 
ee | Offices, Guild Street, Burton-upon-Trent, 


\ew ENGLISH ART CLUB Spri exhi INSTITUTE 
. “LUB Spring Exhibition at ROYAL . 
GALLERIES, 195, Piceadilly, Opening Ith. 10-5 (Sundays 2-5). 


the following 


(with reference to Banking). 


send stamped 


if 
j 


JOLITICAL Economist and Statistician, maie, 27 years old, seeks 
employment in industrial business or establishment. Danish subject. 
Examination in economics at the University of Copenhagen. January, 
1918. Since then employed by the Monopoly and Price Control of the 
Danish Textile Industry. Good knowledge of English. References aveli- 
eble. Visiting England in June. 
holmsgade, Copenhagen, Denmark. 


UNIVERSITY OF MALAYA 

Raffles College, Singapore, which will shortly become part of 
University of Malaya, invites applications for lectureships ftn:— 

(a) Social Studies in the Department of Economics. 
(bd) Physics. 

Salary scale £630 p.a., rising by annual increments of £42 to £1,260 p.a., 
plus expatriation allowance for persons recruited from overseas of £126 
p.a. on salary below £700 and £210 p.a. above. In addition there is a 
cosé of living allowance of, at present, 50 per cent of basic salary, 
subject to a maximum of £210 pa. for unmarried persens, £420, pa. 
for married persons, and £525 p.a, for married persons with dependent 
children. There is an additional Singapore allowance of 10 per cent 
of basic salary subject to a maximum of £70 p.a. Straits Dollar=<Zs. 4d. 

Free passages for appointee and wife and children under 10 years of 
age, between Malaya and country of domicile. Quarters (if available) 
with heavy furniture are provided at a rental of 6 per cent of salary. 
Provident Scheme on a 10 per cent contributory basis. 

The appointment will be for three years in the first instance, renew- 
able thereafter by mutual consent to retiring age. 

Applications (6 copies), giving the names of three referees and full 
particulars of qualifications, should be addressed to the Secretary, Inter- 


aoceninnntaninameees ati ~ 


the 


University Council for Higher Edueation in the Colenies, 1, Gordon 
Square, London, W.C.1, before June 13, 1949, 
UNIVERSITY OF MALAYA 
Raffles College, Singapore, which will shortly become part of the 


University of Malaya, invites applications for the:— 
(a) Chair of History. 
(b) Chair of Applied Mathematics. 
{c) Chair of Edutation. 

Salary £1,540 p.a. plus expatriation allowance for persons recruited 
from overseas of £280 p.a. In addition there is a cost of living atiew- 
ance of, at present, 50 per cent of basic salary subject to a maximum 
of £210 p.a. for unmarried persons, £420 p.a. for married persons and 
£525 p.a. fer married persons with dependent children. There is an 
addition of Singapore allowance of 10 per cent of basic salary subject 
to a maximum of £70 p.a. Straits Dollar=2s. 4d, 

Free passages for appointee and wife, and children under 10 years of 
age, between Malaya and country of domicile. Quarters (if available) 
with heavy furniture are provided at a rental of 6 per cent of saiary. 
Provident Fund Scheme, at present on a 10 per cent contributory basis. 

Applications (6 copies) giving the names of three referees and fuil 
particulars of qualifications, should be addressed to the Secretary, 
Inter-University Council for Higher Education in the Colonies, i, 
Gordon Square, London, W.C.1, before June 13, 1949. 
4% Agricultural Co-operative Association invites applications for 

the post of Assistant Education Officer at an initial salary of £400 
per annum; duties to commence on or after July 1, 1949. Knowledge 
of agricultural organisation is essential; training in Economics of Educa- 
tion will be an advantage. Duties will include assistance in organisa- 
tion and administration of development work, and preparation of 
educational and display materials. Applications should reach The 
Secretary, A.C.A. Ltd., 14, Portman Square, London, W.1, not later 
than May 31, 1949. 


MANUFACTURING concern in Slough requires temporary assistance 
ai from a person who has had consultancy (or similar) experience for 
reviewing, and, where necessary, for assisting in reorganising the 
clerical procedures. It is expected that the task will take about six 
months. Generous remuneration will be given. Applicants should stata 
when free and send full particulars of their career and details of work 
of this nature which they have carried out, to Managing Director, Box 
No. 398, Dorland, 18/20, Regent Street, $.W.1. 

MAkKEt Research, Statistics, Consumer Research, Highly qualified 
4 graduate with 9 yeara’ experience of ail phases of market research, 
seeks job in large provincial town. Could develop new department, 


Moderate salary accepted if job otherwise suitable.—Box 121, 


Please apply to O. Holle, 37, Steck-° 
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Investment Statistics 


Company Notes 


Associated Electrical Industries.—Con- 
solidated net profit of Associated Electrical 
Industries rose from (£1,556,530 to 
£2,524,000 in 1948. The total payment of 
15 per cent for the year is in the form of 
dividend, whereas in 1947 25 per cent was 
paid as a bonus. 


Vickers.—Consolidated profit of Vickers 
increased from £5,785,533 to £8,655,353 in 
1948. Revenue reserves, excluding contin- 
gencies (46,354,215) at December 31, 1948, 
amounted to £19,525,540, compared with 
£13,342,022 a year earlier> Fixed assets, less 
amounts written off, have expanded from 
£.14,506,631 to £19,206,773. 


Gallaher.—Total consolidated profit of 
Gallaher increased from £1,219,463 to 
£1,687,875 in 1948. Group net current assets 
at December 31, 1948, were higher at 
£8,411,807, against £7,161,927. 


Stewarts and Lioyds.—Total group 
profit of Stewarts and Lloyds increased from 
£5,648,975 to £6,974,007 in 1948. Stocks 
and debtors have absorbed an additional 
£4,160,964 at £22,539,221. Cash and Tax 
Reserve Certificates have been reduced from 
£2,592,883 to £291,467 (including £179,870 
bank loans). 


Home and Colonial Stores.—Net group 
profit of Home and Colonial Stores fell from 
£460,030 to £418,840 in the year to January 
1, 1949. The dividend of 9 per cent for 
the year is unchanged. 


Babcock and Wilcox.—Profit of Babcock 
and Wilcox increased from~ £960,755 to 
£1,461,839 in 1948, The dividend of 12 per 
cent, plus a 3 per cent bonus for the year, ts 
repeated. 


Rhodesian Copper interim Resuits.— 
Estimated profit of Roan Antelope for the 
three months to March 31, 1949, was 
£598,000, compared with £509,500 and 


£546,000 for the two previous quarters. 
Mufulira’s profit of £1,276,000 in the three 
months to March 31, 1949, exceeded the 
total profit of £1,226,500 for the six months 
to December 31, 1948. 


London Brick.—Net current assets of 
London Brick at December 31, 1948, 
amounted to £1,598,133, against £968,351. 
Profit was up from £416,522 to £620,231. 


John Summers and Sons. — John 
Summers’ production of steel ingots increased 
by 60,000 tons in 1948, but group trading 
profit declined by £178,840 to £2,379,217. 


Morris Motors.—Net earnings of Morris 
Motors slumped from £2,622,636 to 
£1,513,555 in 1948, but exports were 60 per 
cent higher than in 1947. The dividend of 
24) per cent, tax free, is unchanged. 


Cammell Laird.—In 1948, trading profit 
of Cammell Laird rose from £690,143 to 
811,939, and net profit from £358,779 to 


409,831. Revenue reserves were slightly 
lower, at £3,657,101, compared with 
£3,662,852. 


United Glass Bottle Manufacturers.— 
The record turnover of United Glass Bottle 
Manufacturers in 1948 was responsible for 
a rise of £243,121 to £1,216,153 in group 
trading profit. Net profit expanded by 
£181,209 to £516,132. 


British Xylonite. — Consolidated net 
profit declined from £289,506 to £87,096 in 
1948. The dividend is maintained at 20 per 
cent for the year. 


Capital Issues 


BY PRIVATE PLACING 


Marconi international Marine Com- 
munications.—An issue of £575,000 34 
per cent unsecured notes, 1953-57 is being 
placed privately at £99 per cent. 


FORTHCOMING ISSUES 
Federation of Malaya.—As part of 
operations involving some {£12 million, the 

Malayan Government is shortly to 
£8,000,000 in 3 per cent stock in the London 
market, 


Municipality of Nairobi.—An issue of 
£1,500,000 will shortly be made j 
and Nairobi, — 


Cater Brightwen.— Ordinary shareholders 
are allotted one free ordinary share for ¢ 
three ordinary shares held to capitalise 
£400,000 share premium reserves. 


Johnson and Phillips.—Sharcholders 
registered on May 3rd are to receive one new 
£1 ordinary share free for every four 
ordinary shares held. The issue is stated jo 
be made to capitalise profits resulting from 
the monienalntan of the grog: e i 
undertakings. By way of the issue 
will be capitalised, spt 


New Issue Prices 


{ Issue |” 
Issire | Price May 4, 
: i __ (a) 1949 
Australia, 3% °75-77 ......... } 190 | W 10ij~ 
A.V.P. Industries, 6/8 ........ ; T/0a 5/66 
Do. 44% Dedq occ cesaies 10la 95—98 
Brit.-Gas 5% 1990-95 ........ | 100 | 1004 — 
Brooke Bond, Pref. .......... 20/9 | Thd.—10fd, 
Ger Moters, 21: cecnnss oun: 04 | 2/3 | 2/%h—2/ 
Feawites, TR. oc swcictscbveee 101 105, — 
Herron (G. R.), 2/- ... 66. e eee | 3/9 3 
ay: Bite Flac venineootastinn } 21/3* | 22/0—31/3 
KiSiewme, IAs. -sonsecresente- | 19°74" 216-2279 
BPO.> Bile Bes 5.44 + Heb cace | 21 hole 23/14— 
Lawley (W. & J.), U/- ......0. | 4/0t vty 
Patons & Baldwins, Pref. ..... | 20/0a}] 21/6—22/0 
Do. Ord, (£2 paid) ....... 850 35/6—%/3 
Pest Control, 5/- ............ 8/1}° 1/6-8/0 
a. en ate sok bs cts 209% | 19/6—20/3 
Piles 197.) *s vacass iiiniad 3/3 2/9—3/0 
SOTO tS os vege tcp ents 53 6° 51/0--53/0 
Telephone Rentals, Pref. ..... 216 23/9—24/3 
Typhoo Tea (Holdings), 5/- ... | 20/0a 235/9-—24/6 
Do, 4$°,, Cum. Pref. ...... | 21/04 24/6—25/0 
Wright, Hamer Textiles, l/- .. | 1/3a) 1/2)-1/8 
Do. 6%, I'vef., 10/- ....... 10/3a 8/9--9/9 


(a) To public ~ + Dealt in at Birmingham 


* Placing. 





SECURITY PRICES AND YIELDS 


A fuller list contain ng 371 secur.t.es appears weekly in the Records and Statistics Supplement. 


Notes on the following company 


reports appear in the Supplement: Gallaher; London Brick; Stewarts and Lloyds ; Cammell Laird; Vickers, 


Net 2TOSS 


{ } i 
ae % i Price, | Price, Vield, | Yield, ain Last Two \ Price, | Price, | ¥ 
Sto May 4) Name of Security ‘\Apr. 27, May 4, May 4, |) May 4, |p.) to May4. Dividends Nam- of Securty Apr. 27, May 4, | May 
en. 1 $0 May sy, - 1949 | 1949-1949 1949 foro 1949" | 199 
High i High | Low (a) (bh) fc) 











! 


: 100% |War Bonds 24% August 1, 1949-5) 100% 
100§ 100, ||Exchequer Bonds 17% Feb. 15, 1950 one 
10245 | 1015. |War Bonds 24° March 1, 1951-53. 101 
1034 191% |War Bonds 24% March 1, 1952-54. 1024 
1047, | 102% ||War Loan 34°, (after Dee. 1, 1952) 102 xd; 
103% | 102% War Bonds 2§% Aug. 15, 1954-56. 103} 
104% | 1024 | Funding 237% June 15, 1952-57.... | 103% 
105 104% National Def. 3% July 15, 1954-58 1054 | 
106 1049 «| | War Loan 3%, Oct. 15, 1955-59... 105% 
104 103 (Savings Bonds 3% Aug. 15, 1955-65) 104 
102? 101g Funding 2§° April 15, 1956-61....., 102 
104% | 103) = Funding 3% April 15, 1959-69...... 103} 
115} | 1134 ‘Funding 4% May 1, 1960-90...... 1i3}xd. 
103% = ©102} Savings Bonds 3% Sept. 1 1960-70, 1034 
99% om Savings Bonds 24% May 1, 1964-67 99.4 xd 
1163 | 1144 Victory Bonds 4% Sept. 1, 1920-76, 115 
103% | 101% Savings Bonds 3° Aug. 15, 1965-75, 102 
110§ | 109§ (Consols 4% (after Feb. 1, 1957)....; 110 
107 105 (Conversion 3§°, (after Apr. 1, 1961), 106 

4l 79 Treas. Stk. 2h? (after Apr. 1, 1975), 80 
10 98 iTreas, Stk. 3°, (after Apr. 5, 1966). | 100 
102 100 \Redemp. Stk. 3° Oct. 1, 1986-96. .' 102 

sli tséTd: O_O pee eae / $81 
105 101 Brit. Elec. 3% Gtd. April 1, 1968-73) 103 
103 101 {Brit. Elec. 3°, Gtd. Mar. 15, 1974-77 102 






| Brit. Trans. 3% Gtd. July 1, 1978-88! 102 
Brit. Trans. 5°,, Gtd, April 1, 1968-73), 102 
Brit. Gas Gtd. May 1, 1990-95....../' 100 


edemption viel 






s on stow 


s optionally or 


are worked out on fhe assumption that they will be repaid at the earliest date. Redeription 
yields on other dated stocks assume that stocks paying over 3 per cent will be redeemed 
at the earliest date (these are marked ‘¢’), and those paying 3 per cent or less will be repaid . 
(mn) Net yields are calculated after allowing for tax at 
*Assumed average life 15 years 6 months (g) Opening price. 


at the latest date (marked ‘I’) 
S& inf (f) Flat vield 



































i $3 | 

1008 | 0 8)2.3 ; % % ther Securities f 84 
100k §} 011 7,111 1064 | 1054 |) id) d) | Australia 34% 1965-69.....)) 105 {| 105) Wy 0 
101% 0 8 0} 112 Se] 103 1014 |! {d) (4) |Birmingham 23% 1955-57../' 102 102 210 # 
102 (| O11 81115 4 6t8 ot 50 c} 50 c Anglo-American Corp. 10/-.|! 6h | «6h SS 
1034x111 0 2,210 6 vs i 25 b 5 a Anglo-Iranian Oi), f1...... Be | sh 3133 
10 019 6 22 41 80/3 i3/9 10 b 5 a \Assoc. Electrical, Ord. £1,..)) 76/- | 717 3115 
103 12 5,2 8 Ol} 82/6) 1% 15 c| 15 ¢ Assoc, Port.Cem.,Ord.Stk.{]|| 61/6 | &/- (5101 
105 (1 1 6) 2 8 34] 33/10} 27/10)! 40 -| 40 ©} Austin Motor,‘A’Ord.Stk.5/-| 28/9 | 28/74/6199 
1055 12 °9'2 9 2/4 81/- | 76/4) 74! 7 4 Barclays Bank, Ord. B’/1.) 78/9 | 79- | 30 
104% 1 711: 2:14 107 | 181/9 150/- | t12ha| 126 Bass Ratcliff, Ord. 1...... 52/6 1536 53 5 
1028 «1 3:10. 2 6 2/] 103/9, 97/3 || 8 @| 12 } \British Oxygen, Ord. (1.,..) 99/44xc 100/44 | 319 6 
103 1 8 81215 22) 38/9; 3/- te 5 » Courtaulds, Ord. £1.......),  38/ 7.9 «3 19 6 
1138 O18 1,211 Te] 30,/ 25/6 || 2ibe i} , Distillers Co., Ord. 4...) 2t/74 | 28g) SMS 
103} 19 9/216 Ti] 4/-| 31/9\) 8 ¢| 8 ©, Dorman Long, Ord. {1.....)| 32/9 | 32/9 49 

993 1 8 2/210 92] 77/- 63/6 | 15 «| 15 ¢ Dunlop Robber, Ord. fi...| 67/- | 68/9 | #13 
115 > 1 131,214 11%] 49/4), 43/103 3.a| 7 6 Imp.Chem. Ind.,Ord.Stk.{1| 46/44) 47/-xd 4 5] 
1023 110 8/217 7! 6%: =o i3ha!| 18)6 Imperial Tobacco, £1...... | ‘ht i 5H | 5 7 : 
110 017 9/213 2f] 47/3) 39/- |) 1 +) 10 © Lames Cotton, Ord. Stk. 41) 39/4) | 39 /52 4 
log |} 2 7 2) 217 LF] 51/6 | 43/10), 10 ¢| 10 ¢ Lever & Unilever, Ord. {1..' 45/9 | 46/6 | 4 5 ’ 

8). (114 0/3 61/6 52/6 10 «| 15 ¢ ‘London Brick, Ord. Stk. {1| 58/6 60/- | § > 
100} 11211) 2 53/6 44/- , 3ljm| Tha P'chin Pnson, Ord. Stk. 10/-| 46/9 | 47/3 18 . 
wy (112 1); 2 62/3 44/- | 12 «| 12 @ |B &O., Def Stk. f1......| 41/6 | 90/9 | SBE 

814 113 9/3 534 SUR HTT pyc PTT pyc | Prudential, ‘A’ (2.-...... ce Ht HY 
103 110 1/2 57/9, S6/- | 12hc! 12)c ‘Stewarts & Liovds, Det £1 | 56/ 56/5xd) 4 5 4 
1023 #110 8 2 18/9 | 63/9) #2ha) 18 6! “Shel” Transpt. Ord.Stk. £1) 66/3 66/3 a ; 
102% 12211) 2 6H | 6 | 12)6 12ha Tube Invst., Ord. Stk. £1. . | bh st a 

( 1 412 87/- | 15/3 Ilgb 3}a ‘Turner & Newall, Ord. Stk. £1) i8/ 19/ | ay 

. pe 6 2 85/3 79/3 || 15 b f At 93/3 | 88/9 | 












within the next five years 


(a) Interim. (6) Final. 


1 Free of tax. 





55 a Woolworth (F Wy Ord. 5 


redemption date () To iatest redemption date 








’ 


i 


() Whole year (d) Int. paid half-yearly. (@) T 
im) 15 months Vield basis 29% 
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\mports/E xports: Business 
Opportunities Travel 
Shipp.'ng. Trade Refer- 
ences Loca (Conditions. 


Information about 


AUSTRALIA.... 


From over 400 Branches throughout Australia 
intormation is collated relating to the above and 
many other subjects, in the interests of British 
trade You are invited to make ase o! this 
informatory service. 


The English, Scott: h & Australian Bank, Ltd, 
5, Gracechurch Street, London, E.C.3. 





The West Indies 


We can assist you to investigate trade possi- 

bilities in this expanding field where we have 

been established since 1899. Correspondents 
the world over. 


London Offices—6 Lothbury, E.C.2. E. B. McInerney, Mgt. 
2-4 Cockspur St., S.W.1 L. R. Newman, Mgt 


THE ROYAL BANK 
OF CANADA Jo pons 


Ganada, the Wesi Indies 
Head Office: Montreal 


, 
: | Contre amd South America 
Offices in New York and Paris 


Incorporated n Canada in 1869 with Limited Liability. 





REFUGE ASSURANCE COMPANY, LTD. 
Chiet Office: OXFORD STREET, MANCHESTER, 1 


ANNUAL INCOME EXCEEDS €18,000,000 

ASSETS EXCEED £107,000,000 

CLAIMS PAID EXCEED €198,000,000 
(1948 Accounts) 





THE ALEXANDRIA WATER COMPANY, LIMITED 
PAYMENT OF DIVIDEND 


Notice is hereby given that a Dividend of Eight Shiitlings and Six 
Pence per £5 Share on Coupon No, 121 will be paid without deduction of 
British Income Tax, but less Egyptian Government and Alexandria 
Municipal Taxes amounting to 1s. U0.546d. making 7s. 5.454d. net, on and 
after May 2, 1949, at the National Bank ot Egypt in Adexandrie 
at Rue Toussoun, or in London at 6, King William Street, E.C.4 

Net Profits for the year ended December 31, 1948, £126,000 (last year 
+ 138,600). 

Dated, Alexandria, Egypt, April 28, 1949. 

By Order of the Board, 


ROBERT WALTON, Manager. 


YCONOMIST, 32, now writing for leading national newspaper on 
4 financial and economic matters, seeks worthwhile change in industry 
or journalism. Highest administrative and news experience. 
B-Com.(Hons.)(Lond:): Fiuent French, Italian, German.—Box 122. 


‘ALES EXECUTIVE required by well-known pharmaceutical manu- 
J facturers in London. Must have first-class experience of pharma- 
ceutical trade, capable of controlling and supervising outside represen- 
tatives and should be familiar with modern merchandising, sales_pro- 
motion and administration methods. Age preferably between~ 45-40, 
Salary £850 p.a. or aceording to qualifications and experience.—Box 120. 


— changing West African scone Maat commercial, economic and 
social—is accurately reflected week by week in *“‘ WEST AFRICA.”’ 
Annual subscription 25s.—Write for free specimen copy to the Pub- 
lisher, ‘* West Africa,’ 80, Fleet Street, E.C.4. 





-NORANDA MINES LIMITED | 










DIV IDEND Not ICE 

Notice is hereby given that an interim dividend of One Dollar 
($1.00) per share, payable in Canadian funds, has ceen 
declared by the Directors of Noranda Mines Limited, payable 
June 15. 1949, to shareholders of record at the close of business 
May 13, 1949. 

Toronto, By Order of the Board, 
April 29, 1949 J. R, BRADFIELD, Secretary. 








| Primed in » Gren Brisain “x Sr. CLEMENTS Press, La. Portug: } Sc.,:Kingewsy, 


at 22-Ryder Street, St: James’s, London, S.W.1. ~U-S. Representative: 





tT 
THE HONGKONG AND SHANGHA| 
BANKING Hens tae 


(/ncor porated in th Colony a) Hongkong) 





















CAPITAL ISSUED AND FULLY PAID Py : . 5 
RESERVE FUNDS STERLING - > . : : < . 
RESERVE LIABILITY OF MEMBERS : : 3 ¥ 
Head Office : HONGKONG 
Chiet Manager’ Tw® HosouraBLe A. Moxsn, C.B.E, 
London Office : 9, Gracechurch S$ 6.C.3 
London Managers 8 A. Gray, A. M. Duneas Watsace 
BRANCHES 
BURMA CHINA (Co. INDO-CHINA MALAYA (Con) NORTH 
Rangoor Shangha Haiphong Johore Bahru BORNEO (Con) 
CEYLON Swatow Naigon Kuala Sandekan 
Cotomb Tient sir JAPAN Lampw Tawau 
CHINA Tsingtao Kobe Maisova PHILIPP 
Am EU ROP! Kure Muar Nilo PINES 
Canto Haraburz Tokyo Penan¢ Manila 
*Chefo Lyons Yokohama Maga pore SIAM 
Chunki HONGKONG JANA Sungei Patani Bangkok 
Dalen Hongkong Batavia Teluk Anson UNITED 
Foochow Kowloon Sourabaya NORTH KINGDOM 
Hankow Mongkok MALAYA BORNEO London 
*hhartin CR owt, Cameron Brunei Town USA 
Moukder INDIA High! ands Jesselion New York 
Nanking i may Trok Kush Belait San Franciseo 
Pei lug * Branches sot vet re-opened, 
BANKING BUSINESS OF EVERY KIND Li ae gece ci wel 
A comprehensive vervi Trustees and Lixecutors i* also undertaken by the Ba * Trustee 
Compantes tn 
HONGKONG LONOON SINGAPORE 
I et 
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ARE YOU LOOKING 
TOWARDS CANADA? 


If so, we can offer expert advice on 
| 

your financial problems and supply 
| 

| up-to-date market information. 


Monthly Canadian Commercial Letter available on request 


een A 


| THE CANADIAN BANK 
OF COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability) 


2, LOMBARD STREET, LONDON, E.C.3 
Head Office: TORONTO, CANADA 
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THE QUEEN’S COLLEGE 
FELLOWSHIv AND PRAELECTORSHIP IN MODERN HISTORY 


The College hopes to elect shortly to a Praelectorship iu. Modem 
History to wich a Fellowship will be attached. The Feilow will b 
required to give instruction to members of the College in the modern 
(as distinct from the medieval) periods and will be expected to take 
up his duties on October 1, 1919. If the successful candidate has had 
little or no experience of teaching and research he will not be required 
to undertake more than six hours teaching a week during the first and 
possibly also the second year after his election in order that he may 
devote time to advanced stdy. 

in determining the initial stipend the College will take into account 
age and experience. For an Official Fellow undertaking full-time teach- 
ing it will be not less thar £650 p.a. and will rise to a maximum of 
£1,300 p.a. An Official Fellov is entitled to a room in College free 
of rent, rates and taxes and to dinner free of charge at the Common 
Table. The College has a scheme of ehildren’s allowances. ' 

Application forms may be obtained from the Provost, The Queens 
College, Oxtord, and should be returned to him before May 28, 14%, 
together with the names of three referees, 

The choice of the College will wot be aivaited to thoes who apply. 





DMINISTRATIVE ENGINEER required to take charge of pre 
+ sramming in a Process Engineering Company, acting as Personal 
Assistant. to the Managing Director. The post invelves co-ordination 
of Design and Manufacturing Sections of the Concern. Applicants 
should be fully qualifiel engineers with University training and subse- 
quent practical experience both in manufacture and in admini 
The post has prospects and considerable immediate interest.—Box us 


‘WISS (30), single, Dr. Rer. Pol. (business, export-import, {rads 
J accountancy, etc.) fluent French, German, Italian, seeks 
post Industry, Trade or Private. aes 114. 


J OARD CHANGES. INSURANCE ENGI INEERS LIMITED. Mr. iE 
Ferguson, F.C.1.1., has been appointed Chairman, and Mr. J 
Levien, _ Deputy Chairman. 


OTHER ‘NOTICES APPEAR ON PAGE 86 oso seal 
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Londos,. wc. Published weekly by THe ECONOMIST NEWSPAPER, LrD., 
R-"S>-Parlev, 111, “Broadway, New York, 6.—Saturday, May 7, 1949 
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